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PREFACE 


Tms volume was not written as an economic 
history, hut as an attempt to show the relation of 
that history in recent times to some general ideas 
of progress, hotli eeonomic and social. In revising 
it, it is impossible not to feel how greatly the environ- 
ment has changed since 1010 in relation to such 
ideas. What were then tentative proposals have 
become accepted scliemes, as in the fields of social 
insurance and education, or else settled lines of 
thinking, as in respect of the shaiing of the control 
over industry. With Socialism taking the place of 
Liberalism as the alternative to Conservatism, what 
vas the flush of ideas asking for recognition ghes 
way to the graver perception of tlie problems of 
carrying them out in practice. It was necessary 
to consider the re-issue of a book ivritten in the 
conditions of 1910, and containing anyway state- 
ments whicli, in both form and substance, belong 
to one’s youth. But it seems that this small volume 
sli}} reriw piirp<^se and assists is tha mter- 

pretation of events in industry betneen the tyo 
Great Wars. It has therefore heen revised, so as 
to make necessary corrections for lapse of time, and 
for the author’s owi conscience. Post-var ideas, 
on these lines of treatment, -would require a separate 
book, when they have settled into more definite 
form. 

When tins hook was ivtitlen, tlieie was no such 
word as rationalization. Tliat word now applies 
partly to lines of policy winch are to recreate 
V ' 
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stability in indust^ out of the post-war linsettlev 
tncnt. But partlj* also it means a change of view, 
regarding industrial structure, such, as might have 
taken place before the War. t’Ornttherdtionalizers 
now perceive is that, of the two forces of competition 
nnd association in industry, the former tends to 
overact its part, and the latter to lag behind Its 
function. The idea that industries should be treated . ■ 
as units, and tlierefore as public services, lias there- 
fore replaced the fear of Trusts and Cartels, and 
we now sec the fundamental industries of coal and 
agriculiurc compulsorily Cartclled by a Labour 
Government, while cotton, and the heavj» industries, 
are -warned that they must proceed to a higher 
organization. Thw is a great change, and it has 
reactions on tlic relations of the parties in industry, 
,;as;Tnuch as on the technique of capitalism. 

, . The organization of labour necessarily took place 
. dh the Hoes of the indu-stry or craft, and a share by 

■ labour hr control, if it was to be more tban consulta- 
jRvd,. could not very welt be obtained in separate 

; because that would have thrown labour 
jididkAoxs mto the competition of firms without any 
.^epmmoh labour idea. Hence the makeshifts of 
-;prdfit-shatirtg and co-partnership, despite what was 
.v-gdod in their motives. There is a place for rejire- 
^^chtative labour control only industry by industry, 
i andhot firm by firm. Therefore the "idea of ration- 
,>?bliKitioh : O0efs a mctlsod of industrial democraev 
■.?d\it-‘^aciuhg -the method of bargaining, by the 
: ;;)nher: and cjtCcvrtive representation of 'employees 
;?;qn“'tentral: and Iq^ of ControL This has 

; but not as yet in the new 
-Cartels of this cqnhtry. 

The, conditions whieh arc thought to rcciuire 
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“ rationalization ” were in existence for at least a 
decade 'before the War, as facts of corapetit ion and 
industrial relations. The new name inaj' not last, 
but its full meaning makes it a sort of texmmus for 
many of tbc ideas discussed in these pages. 

It may be guessed that some fundamental 
industry, probably the coal industrj% will first have 
to try out a plan which will allow for fair co-opera- 
tion in government, and that otlicr industries, 
eillior because fundamental or because of some 
crisis of solvcncj'- or industrial relations, will adapt 
the model to their own case. If a further guess 
may be risked, it is that agriculture will be a severe 
case of the transition. If the co.il industry uas 
held to show disorganization by tire fact of 1,400 
producing units, what is to be said of 300,000 
farmers ? This is of all great industries that whoso 
near future is most difficull to foresee, because in 
its case the industrial aspects are crossed by ideas 
of the most rational distribution of the population 
and of tl\o “ balauca oC uatioual life.” 

Finally, if the icview which is taking place of 
the forces w'hich had such free scope in the nine- 
teenth century does result in great amalgamated 
structures, even with satisfactory co-operation of 
labour and capital, some corresponding advance in 
industrial law is to be expected. The common law 
lias been stretched far in dealing with questions of 
industrial power and leadership, but must soon ^ 
have the support of some tribunal -rrliicb can 
examine the economics apart from the strict 
legalities of the incidents of the policies of great 
amalgamations. 


Oxford, 1931. 


D. II. M. 
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THE 


EVOLUTION OF INDUSTEY 

CHAPTER I 

TIIE MEANING OF INDUSTRIAI, EVOLUTION 

I 

The evolution of industry is the story of 
the attempt to solve a single and definite 
problem. The means which are taken to 
solve it are constantly becoming more com- 
plicated and more wonderful. So much So 
that these means become by themselves a 
thing to study for their interest and ingenuity. 
Clever machines, and new processes of work- 
ing, and devices for better organization, are 
part of the history of human skill, and we can 
study them simply as pages in. the records 
of achievement. The labour of men’s minds, 
and hands has given us machines which carry 
many materials at once through many pro^' 
cesses with even more precision and re^ilar- 
\.y' ; KCb'. ' 0 
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ity than if they had thought; and also forms 
of organization v?hich accoimt for every detail 
of cost, and time, and by-product. As the 
firm grows bigger and the market spreads 
over the world, industrial discovery and 
goverimieht stand out like a piece of work 
which can be looked at for itself, like an 
object of art that is impressive for both 
power and fineness. But tlie real problem 
of industrial evolution is hidden by a study 
of tliis kind. All this effort has an end 
beyond itself. It is the growing pressure of 
material need that has called out all this 
ingenuity and resource, and made a market 
for all this skill. And the true nature of what 
is being done is not seen in the t^lng itself, 
but in what lies behind it. 

In the shortest chapter of his great book, 
l.'disi YiH. kflfb Skft •questoiroti ‘tcs 

simplest terms. He draws attention first to 
industrial history simply as a record of man’s 
de%'ising ability, 

“ Of the features which characterize the 
progressive economical movement of civilized 
nations, that which first excites attention is 
the perpetual and, so far as human foresight 
can extend, the unlimited growth of man’s 
power over nature. Our knowledge of the 
properties and laws of physical objects shows 
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no isign fof ' apprp^ ultimate bound- 
aries; .it 'is advancing m and in 

a^gr&ter number of directions at once, than 
;in ; aby previous a or generation, and 
aflording such frequent glimpses of unex- 
pibred fields be3’-ond, as to justify the belief 
that pur acquaintance with nature is still 
almost in its infancy. This increasing 
physical knowledge is now, too, more rapidly 
than at any former period, converted by 
practical ingenuity into physical power. The 
niost rnarvellous of modern inventions, one 
which realizes the imaginary feats of the 
magician— the electro-magnetic telegraph— 
sprang into existence but a few years after 
the establishment of the scientific theory 
which it exemplifies,” Now the same is 
true of organization. “Works of all sorts: 
are daily accomplished by civilized nations, 
not by any greatness of faculty in the agents, 
but through the fact that each is able to rely, 
with certainty on the others for the’ portion 
of the work which they respectively under.^ 
takej The peculiar characteristic of ; ciyilized 
beings is the capacity of cp-operationf ahd tlus‘ 
tends to improve hy practice, and. beepmes 
capable of assuming a ;constantl5n' ^ 
sphere of action.” - It ,was this : samev^^ew; 
of industrial progress-^the spectacvilar View-^ 
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which led Macaxday to write a triumphant 
passage in his Essay on Bacon. 

But beliind this record of progress in orgaiir 
ization and resource, Slill sees the problem : 
on which it all bears — ^the growth of the 
people in number and in wants. The machine 
is as elaborate and wonderful as it is, because 
the work to do is getting less simple, and 
every possible economy of resources is re- 
quired. In this chapter he thinks it possible, 
and elsewhere he doubted if it were not the 
fact, that the people might increase “ in 
numbers only, and not in comfort or cultiva? 
tion.” The whole system might be wonderhd, 
and yet might not solve its real problem. 
Out of what conditions does this difficulty 
come ? What are the forces whose working 
drives the evolution of industry ? 

n 

There are two opposed forces, straining 
different ways, with which we have to reckon. 
All invention and organization are an attempt 
to overcome the opposition and make a 
balance.'- r; - 

; .On bne side, th^e is the growth of the 
: people, Every generation sees a greater 
> demand for goods, if the standard of life 
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that happens in 
industry; Is ^ in the end, ol meeting 

'tfos! darker d order only to keep 

^ of life, we should 

teguir and resources for a gross in- 

criiase in. voluiri'e of goods made. This would 
ihean, no advance in comfort, but simply the 
holding olf of distress. But the wants of a 
people growv in variety as well as in amount. 
Tiie- Oourse of foreign trade may offer new 
goods to a nation in payment for its exports; 
or; the rich may enjoy goods which the masses 
ofvthe people see and come to desire; or the 
process W'hicb is simply called development 
may raise new wants out of old ones. This 
is a strain which never ceases. Later stages, 
and higher levels of comfort, rather increase 
than lessen it. Greater capacities for enjoy-, 
ment come out of great opportunities to 
enjoy. They grow by wbat they feed on, 
and social agitation for the betterment of 
conditions of life does not get less insistent' 
after a great deal bos been granted to it; 
class may feel - that dt is becoming poorer,: 
though it can 'buy the same things as . before ; 
even in gre.atcr amount, if new goods coihh ' 
into use but are beyond its reach. Contrast 
is a strong factor of poverty ; and, to many 
Ways of defining poVerty, wc might; addlthe " 
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historical one — ^failure to participate in the 
new known goods of each period. Person* 
alit}' is inexhaustible in its claims and capaci- 
ties for new enjoyment; and industry has to 
make the response to this growing volume 
and variety of wants. 

This side of the problem w'as very much in 
evidence in the first half of last centurj'. The 
shadow of the population question is cast 
especially over the writings of Mill. Before 
his time, the teachings of Malthus and his 
followers gave rise to the view that wages 
would keep down to a bare level of subsist- 
ence, since population would tend to increase 
up to the limit allowed by the necessaries 
of life. Make it easier to get these necessaries, 
and more people would marry, and more 
children be born, till things were much as 
before. This danger would hang over society 
till the people learned prudence and restraint. 
And it is plain that to say this is to imply 
that economic resources could not stand just 
any strain from the side of demand. Slore 
people means more pov'cr to produce goods j 
and if the power to consume goods seemed 
■; more formidable and important at that time, 
■there must have been a distrust of the power 
, of economic organization to adjust the two 
• The ycai-s from 1800 to 1825 were 
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siiitefl.To almost; any doctrine of despair. No 
ecbnprnic problem was generally understood, 
r— it "was the age of everything done "WTong, — 
firiarice, currency, the Poor Law, Labour, the 
Factory, and the Land. The building-up 
periods of the second and third quarters of 
last century relieved this country from the 
amount of population as a serious danger, 
and we think chiefly now of its distribution 
in cities and on the land. Even with the 
growing volume and variety of wants, our 
economic resources are trusted to make each 
person worth his keep. 

The growth of population means a force 
of increasing demands. But all these demands 
take. us back to the land. All the goods we 
use are transformations of products given us 
at that common somce. The land’s fertility 
in materials is therefore the other force that 
is fundamental to industrial evolution. The 
demand grows, and the land must supply it. 
But the land does not grow; and its fertility 
is subject to a law which is not a law of 
increase. 

A great part of the land area of the world, 
and of most countries, cannot be cultivated 
at all without loss; that is to say, more goods 
would be consumed in cultivating it than 
it would yield. Only under the pressure of 
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extreme scarcity could it be brought into 
use. But the physical nature oi cultivated 
land is such that it does not of itself meet 
the growth of population by giving twice 
the product for twice the labour. The 
deeper a mine is worked, the more labour 
does each ton of ore cost. If grain crops, or 
industrial fibres, are grown on any land, its 
fertility is so far exhausted, and it will not 
yield another crop of the same size for the 
same trouble. For that, it will need the ad- 
ditional trouble of manuring and tending. 
And if every generation makes a demand for 
greater quantities of ore, and grain, and fibres, 
it will become more and more difficult to get 
them from the same land, or by taking in 
worse land. If the people of 1950 are to have 
their increased wants met out of the products 
of the land, how much harder will that land 
have to be worked, and how much mote costly 
will its products be per ton 1 So far as land 
alone is concerned we would travel toward 
exhaustion point unless we were willing to 
incur higher costs in terms of human labour. 
And higher costs from the land mean higher 
costs for everytlung, since all materials are 
from the land. 

Now if the evolution of industry is to mean 
progress in wealth and welfare, goods ought 
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to become more plentiful and less costly 
as time goes on. Somehow, therefore, the 
dilemma has to be got over; population has 
to grow, and yet we are not to have higher 
costs from exhausted land. Each man’s 
work has to count for a bigger product; and 
this has been the history of things in the last 
century. More wants are met at less cost, 
spite of the influence of diminishing feitility 
at the source which supplies all wants. 

The organization of industry is the reply 
to this problem. It stands between the two 
forces of population and land, and works out 
the means of increasing welfare. When the 
problem is not severe, and there are few 
people or few wants to maintain in a new 
country the organization is slight ; as the two 
forces get stronger, and many people vriilv 
many wants are living in an old country, the 
organization has to be stronger. All organ- 
ization is the rejily to the pressure of needs. 
What is the general plan by which our 
industrial organization keeps working out 
this problem ? 

in 

The force which comes between the grow- 
ing wants of the people and the lessening 
fertility of land is invention. The evolution 
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of industry vs the history of this force. It 
accepts a physical fact about land and a social 
fact about population, and finds the ■way to 
keep peace bet'ween them. The use of the 
word “ economy ” in reference to a nation’s 
affairs shows the nature of the work of in'ven- 
tion. In public, as in private, affairs it 
means the way of making limited resources 
go as far as possible to meet growing wants. 
If the land did not tend toward exhaustion, 
and did not require increasing costs to keep 
it up to the mark, its produce of grain and 
fibres and ores could all be derived from 
quite limited areas, which went on yielding 
double or more than double the crop to double 
the work. The work of invention would 
then be less of the nature of economy, and 
more of the nature of new products and ways 
of working them up. 

As it is, invention meets the constant 
pressure of the two opposite forces by two 
methods — discovery of resources and of 
processes. 

In the first place, as to resources. New 
areas of supply are constantly being dis- 
covered. A great part of the world has still 
to be developed. These parts ma\ have 
been neglected because they were not of the 
highest fertility for any crop or product, or 



WEIAL EVOLUTION 19 

ar wite ni>t knd'ivn,- IVhcn. 
■.thcir;T0sburcc5 become lirnoxTO fmd nvailablc, 
i'UicybsIjickcn tlie pressure on the old areas, 
ipitl Ibold, back ilia influence of increasing 
ybbsis. So t hat ’sv’c get long periods of failing 
abstead of riidlig costs for greater supplies. 
Wnters in England in the first half ol last 
Century tvere olarmed at the prospect of our 
supply of grain. They did not foresee that, 
under llie influence of transport, the fields 
of America and the Argentine would be areas 
of supply. But, whatever else it has done, 
the discovery of these new resources, which arc 
not yet developed to anything near their full 
capacity, brought down the cost of food and 
keeps it down. Wc arc still in process of 
discovering the resources of many sub- 
tropical areas for fibres and minerals and 
oils. They yield for a lighter cultivation 
and a lower cost what the older areas were 
giving only at a higher cost. In this -way,. 
txs the world'vS resources become more known 
and available, a growing population has its 
v/ants met in volume and variety at falling 
instead of rising costs. 

The invention of resources does not mean 
only new land areas. New products are 
added to the stock. . They do not only count 
in variety of wants that can be met; they; 



20 THE EVOLUTION OF INDUSTRY 

can take the place of goods already known, 
and slacken the pressure on the supplies of 
these older goods, and bring us back again 
to low costs. Metals, fibres, grains, ores and 
oils, different in form as they may be, can 
each take the place for many purposes of 
others of their kind, so that new resources 
for one product draw off the pressure on 
supplies of another. Or again, what was 
thought to be the waste of one product is 
found to be itself a useful product; vre find 
that there were two or more products where 
we thought there was only one, so that their 
common source of supply counts now for 
a higher fertility than before. It supplies 
more wants for the same cost, or the same 
wants tor less cost. The land area of the 
world W'ill get taken up, and there is a limit 
to resources in the way of extent. But it is 
impossible to say for what now useless pro- 
ducts there will be found a use, or what 
great powers may lie in articles of small 
bulk, so that wo may get far higher fertilities 
from quite limited areas. If there are many 
products like radium out resources will not 
be limited because our space is limited. 

The invention of processes is the second 
form which this force takes. The effect is 
here again to get the same result with a 
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smaller use of natural supplies, and so to save 
these supplies and make them go further. 
Suppose -we have a machine which needs the 
labour of ten men to work it, and has to be 
renewed every three years. Some one in- 
vents another machine which is equally 
productive but only needs the labour of two 
men to work it, and has to be renewed ever}^ 
four years. Then, in the first place, we have 
found a way of getting on with a less amount 
of iron, so far as the making of these machines 
is concerned. In the second place, if the 
change is made gradually enough for the 
labour displaced to be absorbed elsewhere, 
we have eight men’s labour and maintenance 
not needed for that machine, and added to 
our stock of labour with the same mainten- 
ance somewhere else. The ore supply and 
the food supply are both going further than 
before. Transport is one of the most im- 
portant of the results of invention of this 
kind. The effect of steam and the steel rail 
is to carry goods about with less eonsumption 
of goods on the journey than if we did the same 
trade in the old way. Organization, too, is 
a process in which invention is constant. It 
bears upon the whole of technical invention, 
and the saving of materials and time; but it 
may also incur a cost to save a greater loss. 
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or tools to the grains and fibres tliat are 
grown on his land. The great intermediate 
organization of the mill has not come in, 
or the separation of manufacture from agri- 
culture. This form of life still exists in 
Eastern countries, and only passed away in 
^ England about one hundred and fifty 
years ago. As long as it lasts, it stands for 
a lightness of organization wliich means only 
a slight pressure on the sources of supply. 
Either the people are few, or their wants 
are few, or the land is wide. It is this 
simplicity of economic life, and its wide 
distribution over the land, and the absence 
of the great machinery of modern industry, 
which make the study of early England and 
non-industnai nations so fascinating. There 
are two features of these times and places 
which are especially evident. In the first 
place, every worker secs the nature of 'Whnt 
he is doing; he is getting products from the 
land and he is making them of use by in- 
dustry. He sees the whole process, and the 
fact is plain that labour and land are for the 
sake of himself and others like him-^elf who 
need the goods. He sees the grain become 
flour, and the wood from the forest become 
furniture, and the hide become leather, and 
•the wool cloth, — all beside him, and all of 
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it a plain process of natural goods made 
useful to man. In other words, the common 
interest of all people as consumers is the 
evident thing. This would be evident in the 
manors, the gilds, and the domestic in- 
dustries of this country. 

In the second place, the idea is clear at 
these stages that the work is only for the sake 
of the goods made. It has no high organiza- 
tion by hours and employers’ discipline. In 
the domestic system especially, every one 
works on the fields or at home as the occasion 
needs, and as is reqxiired by the varying and 
uncertain wants of his household. The idea 
of work as a thing in itself, an object of 
search, has not come in yet. 

But in late stages, and among Western 
nations, the growth of the people and the 
pressure on supplies have changed this. 
When very great organizations are necessary, 
and every industry gets specialized into parts, 
each part an industry in itself — then the 
meaning of the whole process is not plain to 
the worker, for he is at too many removes 
from either the beginning or the end of it. 
In consequence of this, it is not the con- 
^mer’s interest he feels; the common bond 
is weakened on that side, and he feels the 
narrower interest of the “ producer ” which 
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then emerges. He helps to make goods, 

■which make other goods, and their relation 
to a final consumer is lost in the distant 
inflxiences of trade; his trade organization is 
a special sphere, making things he may not 
use* but which are handed one step on by his 
work. It is the producer’s interest which 
then is plainest to him; and we find the 
system of industry becoming actually divided 
into contests of producer and consumer, 
whose interests are regarded as opposed, 
though every one is at some remove con- 
sumer of every one else’s work. 

And at the same time, there goes with this 
the idea of work as an object in itself. This 
is a result of the indirect relation of a man’s 
work to his ewn wants. He is not now 
making' thing? for hinise/f, hut filling a piace 
in a system, which somehow makes all things 
for all people. His work is upon materials 
not related to what he consumes himself; it 
is a thing by itself, not related to his ends 
and wants. But it is the means to his being 
able to obtain the goods he does want; and 
it stands out as a thing to seek for and get, 
a step toward being able to buy his own goods, 
but quite separate from his o^vn goods. When 
people slopped grinding their own flour, and 
made rivets in order to be able to buy flour. 
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the feudal customs, and the gua reg 



INDUSTRIAL EVOLUTION 27 


made the villages and towns almost foreign 
to each other, so that our early social life was 
intensely local, and the idea of the nation, 
and the feeling of national unity, came at 
a late stage. Corresponding to these forms 
of life, we have systems of industry at first 
Of small power, because their ideas and 
"markets were local; then of higher poAver, as 
the market became a bigger thing. We have 
household industry in the village, tlie members 
of the family making for their own needs; 
handicraft in the town, since the trade was 
confined to the town; the factory in the city, 
both causing and being created by the wider 
national economy and market. The passage 
from one to another of these forms of life and 
work is both caused by the growth of the 
people, and helps to make a faster growth 
possible; they are stages in economy, in 
national thrift in resources of labour, as the 
. people press more on the sources of supply; 
and since wants are made easier to satisfy 
at each stage, the demand for more goods, and 
more various goods, makes the further stages 
of economy and organization necessary. 

We have seen that the root idea of the 
evolution of industry is invention, standing 
" between the people and the land. And the 
transition from one stage of life and form of 
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them an outlet. Skill is specialization; it is 
not ■worth limiting onesell to one function 
unless there is a wide enough demand for 
its constant use. The cottager under the 
domestic system sells to the travelling agent 
who is in touch -with a large central market ; 
and he finds room for special skill as a w'eaver, 
skill •which would not be fully occupied, and 
-would not be carried so far, for a local market. 
In the factory system of the cities, the citizens 
can get the products of their own mills cheap 
because the national market is open, and 
makes it worth while to have the highest 
specialization in industrial skill. Trade buists 
local barriers, because industry is the history 
of invention responding to the pressure of 
wants, and because a locality cannot get the 
use of inventions unless it shares them. 
Legal restrictions and customs try in vain 
to stand against this fundament^ current 
of economic force. The household for the 
household, the "village for the village, the to'wn 
for the town, are local ideals which go down 
before invention, which does not stop at the 
nation for the nation, but breaks down that 
restriction too, and full economy comes to 
depend upon the influence of a world-market. 
England could not sell textiles cheaply if she 
/Sold only at home. 
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The human influence behind immntibh .is; ;' 
called enterprisCi In order to do its work,.; 
this influence must not itself be subjeetytd ; 
the law of exhaustion to which the physical:; 
sources of supply are subject. And it is a 
fact that enterprise feeds upon itself, so that. ,, 
the more there is of it already the more it; : 
grows. But the phase of enterprise, and; 
therefore of invention, changes. Sometimes, 
i‘t is discovery that is most important, -in. ; 
relimdng pressure on supplies, sometimes; 
mechanical invention, and sometimes neV 
ways of putting together the factors of pro- 
duction, in other words organization. At 
the end of the nineteenth and opening of the^., 
twentieth century, organization was the aspect:;.; 
of enterprise that was most prominent, and ■ 
the grotmd won by previous decades of? 
discovery and technical methods was then in ' 

■ a large measure consolidated by combination’ 
and association in industry. After the War,“ 
this aspect of organization became even more , 
important. 

The law of exhaustion of physical resource^’ 
is called Diminishing Return. The extraction 
.;;.of a ton of materials from the land by farming 
'of: 'mining is at increasing costs in labouf 
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; 'becoiusej if tilie retumjSimmishes for the same 
s-Iaboufj fheM labour to give the 

;,'same return. , Increasirig eost is therefore the 
iMinan -;side of ,; what, is physically called 
.diminishing return. Invention, discovery and 
;prg'ahization may work so strongly the other . 
• way /that, when goods reach the consumer, 
the cost of a ton may have decreased between 
■ one time and another. Indeed, since all goods 
hhye to be transported, and the transport 
.yindhstry is one in which organization is very 
■important, it is doubtfid if there are any goods 
/ which reach the consumer now under condi- 
tion's of increasing cost. Of course, decreasing 
costs do , not mean falling prices, because the 
leost's: of gold and silver are reduced like those 
of other things. Even if prices do not fall, 

.more gold to buy them. 

: vii- ■ 

V It, is the nature of mvention to create 
surpluses. : Either more sources of supply 
■are found, or the existing supplies go fur-, 
ther. Or else there is a surplus of effoH, 
.fes work being needed to get the . supplies' 
and . make them available. If we look at 
this; effect over a long time, the result vis 
; that ; iwe , have saved some , materials which 
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can be used lor a new piirpose,,and,.aIs6,savci|rt 
some labour to "work them up with. 
have got the materials and the work\save3A 
for a new industry, or a new branch of ihdust^^f.; 
But these surpluses do not fit' into each/ pthdr| 
at once. The materials that are saved by 
invention may be in America, and the- labour,/ 
saved may be in an English mill. Ajid=ey^\l 
if the spare materials and the spare labohr| 
occur near each other, that may not be :thef 
right place for the new industry; and, if ife, 
were, even then the spare labour of ;:bh'e| 
industry cannot be applied to a new occupation 
in the times of great specialization. It ;ik,M/- 
the nature and definition of invention, ,ahd| 
therefore of economic evolution, to proddce' 

. this result, . , \ 

But, to return to the fundamental idea idf- 
this chapter, the whole device of iriVentiori 
is Biat it aims at making the resomces of the 
land available as goods for the people of 
growing nations. And we have seen that,/osi’ 
things get complex, the individual can ,get,K 
the goods which he does want only by htiyih^/ .' 
a producers’ interest in thii\gs which. hc’-do(^;“ 
riot directly want. His j)osition as a worker ; 
standi, things which he wants out pf / 

commorf/ slock. It becomes a thing;; 
sdught for in '.itself — employment. Aind fhia / 



is '^specially' ^ the late and highly- 

IdeVeloped ; stages of industry, Avhere special- 
ized xwto of the meaning of the 

sees simply the necessity 
.;bf ; a^^^ But it is in these 

L'specialized times, when work has become an 
lend; ^ that inyehtion makes surplus labour 
: mpst'/difficuik to fit into the new development 
. of , work. And therefore in these times the 
Ipersohai ; idea in the evolution of industry, 
{'the.'idea that it is all meant for the mainten- 
Vahce jpf persons out of national resources, has 
Hd by an alliance of industrial 

v-witti isocial influences. 



CHAPTER n 

THE RECENT INDUSTHIAE CHANGES 

I 

No period of industrial history shows more 
clearly the influence of great inventions, both 
upon industrial and social life, than the 
nineteenth century in England. This period' 
is separated from former periods of history 
by a change so great that it usually has been 
described os a revolution ; and this is more 
true of England than of any other great 
industrial nation- Tire origin of modem 
industrialism is everjnvherc a question of the 
nineteenth century, but England entered upon 
this period when she was already, in the 
economic sense, an old country. Changes in 
the life and work of the English people stand 
out, therefore, in stronger contra^ because sve 
can always compare them with a form of life 
-which was declining when the century began. 
It is true, for example, of America, that hex 
industry passed in that century through 
34 
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edonomic changes -which had given her at its 
close a system of factory production and of city 
life that was very like our oWn. But America 
was economically a new country when the 
century began ; she had not to supersede 
such ancient customs and institutions as the 
manor and the gild ; she began -with a clean 
sheet, and if there is no industrial revolution 
in American history, as there is in our own, 
that is because of the clear start which 
America made after her political revolution. 
England has both gained and lost by this fact 
that she was already an old economic country 
in 1800. She has gained because her national 
life was already settled in towns and villages 
all over the cotmtry, so that one of the great 
developments of the nineteenth century, the 
development of transport, has been a far more 
steady and less speculative thing than in the 
United States. The centres which were to be 
joined together by the railroad already existed 
and were connected -with each other, while in 
America much of her industrial problem has 
been due to the fact that her enormous area 
has had practically to be colonized, and her 
transport system pushed out westward — not 
to join up centres already existing, but on 
the chance that centres would come into 
existence. Again, England has gained in thin 
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way because an old country 

settled down to political Tisages- and custo^, 
wbich dispense with the need ior Va j’^itteO. 
political constitution, and English; iiidustTjd| 
ism and finance have had greater if eedom. oj;;; 
movement because no precise rules had 
definitely framed for the whole national •lif4,| 
such as exist in the American cohM;itutiop!4: 
As an example of this, America was fof Jldn^:' .. 
unable to levy direct taxation, or rcliev4 ;th|,i|' 
burden of her fiscal system of taxatioii;'Pt.;| 
goods by any steps such as were tak(m?h}-!| 
England since 1842 ; her constitution : hM;! 
placed definite restrictions upon fiscal policf^l 
such that an income tax was practically 
possible till recent exigencies overcame 
prejudice against amendment of a nati6n^4 
charter of this kind. 

But in some ways England has lost 
compared with America by having begun ±114 
nineteenth century as an old country. H®' 
land, for example, was already alienated ±4 
private owners. Outlets which have helped 
to relieve the strain of city life and industci^* 
ism in America have not existed in the sathe 
measure in England, and on more than bhu 
; pccaaon this national asset of the land hf^d 
. enabled the American States and the federal 
government to reduce the weight of their debt 
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by sales and concessions of lands to railways 
and ; priyate /owners S and, if we compare 
tKe /deyeldpment : with American 

transport^ the CosV ;,of providing this great 
nerVous: basis of our industrial system has 
necessarily been far greater (indeed, four times 
as great per mile) in a country where land was 
already taken up. 

’ /The iindustrisd revoluti in England, then, 
clearly Separates an old from a new kind of 
national /life. The stratification of the people 
of {-a/cOuntry depends eliiefly upon its forms 
4nd|;,diviSions of labom. Social life, in that 
way, ; is a creation of the industrial system. 
Great . - contrasts can therefore be drawn 
between the social life .of England in the 
seventeenth as compared with the nineteenth 
century, but in describing the change which 
took place at the end of the eighteenth centiny 
ps , a revolution it is not meant that a sudden 
transformation took place. In order to per- 
ceive the justice of this term one has almost 
tp; , compare dates half a century apart. 
Comparison of that kind will show that in 
habits of life, in the distribution of life, in the 
inechanical appliances of industry and in the 
cultivation of the land a transforniatioh had: 
taken place. The industrial community as:it 
/hPd : developed by 1840 was “ a new . form 
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ot human settlement,** mth new personal 
relationships and aptitudes and ideals, but 
there was no revolution if wc look at the stages 
of growth which were necessary to the change. 
The great inventions of the last thirty years 
of the eighteenth century had been prepared 
for by many pre\'ious attempts in the same 
direction. There was onh’, about the year 
1780, a degree of achievement which gave a 
■definite economic value to these discoveries, 
and not only this, but they were also advanced 
to a stage such that each now stood in a 
relation to the others which made it possible 
for them to work together in developing 
the factory and the machine. The discovery 
of a new way of smelting iron by the use of 
pit coal made the great machine possible ; the 
same discovery of coal ensured that the 
machine could be economically worked, and 
when the patenting of the steam engine took 
place the motor power, which brought together 
the machine and the supplies of fuel to drive 
it, took its place in the system. Technical 
inventions in the machine itself, de%’ices in 
building it, in making it more precise and more 
powerful, could then be better worlced out. 

Again, the idea of a revolution must take 
account of the slowness with which these new 
powers were applied to industry. The first 



attempts to use them Jailed; it took one or 
two decides] jot the 

^qbhdeijcy ; oyer^dijkfe^^ loom. The de- 
"thchriient of the pe^ from the land went on 
(by'.;^ of Enclosure, but not 

until the end of the French War did the distress 
:pf the yOOman decide for the city as against 
the .land. Modem industry and the great 
city had Jastened their grip upon nation.al life 
hy, 1825, so that just as the creative process, 
{.which came to a decisive point about 1780, 
was a !slow process, so also was the building 
up! of the new system which the inventions 
.made possible. Without doubt it was the 
perfecting of inventions within a quite short 
space of time which made everything else 
possible, and our attention has specially been 
drawn to these years of decisive achievement 
more than to the long stages of preparation 
; which led up to it. 

■1 i lt must be remembered, too, that factory 
life, great as was its extension at the beginning 
of the nineteenth century, was a thing which 
had gradually grown up alongside of the 
domestic system of industry. The first great 
factories we hear of are in the beginning of 
the sixteenth century, and one of the lines of 
English development, though it is not a broad 
.dine, is that of what may be called the early 
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of iire-xevolutiori factories. What the, grej; 
toe, to «a 

assistantc.°''The tool and the machme tool 

xJiS obeys, but alter the great inventions 
the position ol the worker in the modern 
lactorv came to be that ol assisting the 
x^achine rather than that ol 
enerffv to the hand or machine tool. There 
were^actories belore the inventions Watt 
Ind Crompton and Cort, but the “Factory 
System ’’ ol the nineteenth century' 
specially a subordination ol the worker to the 
machine, which iustifies us if we look at the 
change over a long period, in speaking of 
the effect as a revolution. 

Again it must be remembered that many ol 
the old industries and occupations have never 
been entirely taken out ol our Industrial 
system. Handicraft was superseded by the 
Meat inventions, and domestic industry ceased 
■to he the usual life of the people, but there is 
still handicraft in England and there is more 
than one district in England where domestic 
- industry is still a usual form of manufacture. 
■ villages round Birmingham still maintain 
Hhis kind ol industry for the manufacture of 
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numerous small ; hardwsjfe' ' gpodsV and there 
\arej still ‘in: England villages; -which keep the 
(pid - systein of opehrfield cultivation which 
:;went- with domestic industry. These old 
'forms have not died out, but they have lost 
Jtheir importance in the national life. They, 
jfill up the gaps and fringes of the new system. 
The emphasis of modern industrialism is upon 
the factory. Some of its problems are due to 
the tenacity of handicraft and domestic -work 
in their attempt to hold their own against 
the mill. 

Our question is not so much to trace each 
step in this change as to find its meaning and 
tendency. What have the great inventions, 
when we look at their operation over the last 
hundred years, stood for ? Can we bring the 
industrial history of the transition period 
into one point of view Avhich wall enable us 
to explain each side of its evolution by one 
phrase or formula ? Did the nineteenth 
century represent the evolution of an < .anomic 
idea ? Although there is always some danger 
in seeking to unify too much, yet it is possible 
to show that the century did have a single 
great tendency which worked itself out on 
every side of national life. 

The fundamental idea of the nineteenth 
century was power. All our national economy 
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heavily upon persons and the personal factor, 
hut if earlier centuries have by contrast the 
fascination of a lighter pressure and a freer 
life, the twentieth century also presents us 
with the no less hiscinating study of how 
the gigantic, machinery of the city, the mill, 
the transport and b.nnking systems of the 
■world have replied to and met the detnauds 
for goods, so that no age knows more than our 
own of the possibilities which lie in the world’s 
resources to satisfy more and more coniplctc 
ideas of personality. 

method by which the ideal of power has 
been obtained lias been combination. This is 
the decisive stamp of the modern evolulion. 
TOiichevcr thread of national history we trace 
we find that tendencies are in this direction. 
Any one u'xiting of labour in ISOO would have 
treated the individual workman as the unit 
he had to study, lie would have regarded 
the rate of wages as depending on the free and 
mde.pendont bargaining of tlie individual for 
work. But in recentcr times the study of 
labour is a study of the free union of groups 
of workmen into larger and larger groups, so 
that both bargaining and competition depend 
upon not individual forces, but associated 
force.s. On the side of land, the evolution 
has shown the cultivator of small strips and 
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patclics giving -way to the large fnrmcTi 'wliilc 
tKe STinall freeholder has lost ground; to ihc 
great estate. In recent years this ten dbney 
has been checked by legislation rvhosc ptir^ 
pose is social rather than economic. Or if, 
in the third place, rve take the history of 
capitalism in the period, \ve see how the 
cottage worker and the craft sman have fallen 
into a position of small importance, while the 
main lines of development liave been froni the 
Partnership to the Joint Stock Company and 
finally to tlic Trust. The financial side of our 
history is a record of the same kind. At the 
beginning of the nineteenth century we ob- 
tained our revenue from the taxation of some 
liftecn hundred articles, but each of the great 
steps forward has meant that avc have thrown 
the w’eight of our revenue upon fewer goods 
and sources of supply. We have reduced the 
tariff from fifteen hundred to about twenty 
articles, and the powerfulness of English 
finance is that all the structure depends upon 
a , few very strong pillars. English banking, 
;too, has concentrated our management of both 
gold and credit to an astonisliing degree in 
one place — ^the Bank of England. If we look 
even at the form which the life of the English 
.people has taken, the great fact is the massing 
of the population to the large towns and citiesj 
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and the ’’gaining ■pLecpnpmic^^^s^^ the full 
L'se-of nfieclianicaldnyentions, by aggregation 
;,:pf labour. This giP^h in, th6 size of the unit 
ris the clraractcristic economic fact. In Eng- 
land the forces which created these develop- 
ments were in advance of those obtaining 
anywhere else. 

it has been said that “ you cannot accuse 
a nation,” and when forces have persisted for 
over a hundred years, it is perhajjs true to 
add that you cannot accuse an epoch either. 
The city life of a people working and compet- 
ing and bargaining by the group is now to 
be definitely accepted, as the method of use of 
the inventions of 1780 and their successors. 

This tendency towards combination is 
generally believed to have been for good. 
The only case in which exception has been 
taken is in regard to the land, where in the 
twentieth century there is a movement to 
break up the great estate and restore the 
small holder. On the other sides of national 
life, even on the side of capital, the fact of 
combination is taken as, at any rate, a stage 
through which our modern system had to pass. 
Whether the future of combination be a further 
development into national organization, or 
whether new'' inventions as regards the motive 
power of industry or its organization give us a 
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movement bade toxvards a more divided and 
distributed way of working— at any rate, tbe 
combination movement of the 
century has played a part m the regulation 

of competition and the 

which was quite necessary for the 

development of the national market and the 

commerce of the world. 

It is not to be supposed that this movement 
has been of the nature of an economic law. 
We can see no reason for the coincidence that 
each side of national life has taken the same 
line of change. Trade Unions, for example, 
did not cause Trusts, nor vice versa; neither 
of them caused the great estates on the land. 
The combination movement is to be regarded 
as only the most true or the least untrue single 
statement of fact in which we can sum things 
up during tliis period. By different steps 
and different forms of influence, and against 
different degrees and motives of opposition, 
things happen to have moved that way. 

It is to be remembered, too, that within all 
these forms of combination there has taken 
place a great and ahvays inereasing amount 
of speeialization. Although an industry comes 
to be a larger unit, within that industry an 
increasing number of parts or functions or 
activities develops. The division of labour 
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or specialization of work in each trade or 
industry comes on along with the combining 
of the trade into a larger whole. We can say, 
therefore, that the modern evolution stands 
for the idea of economic power realized 
through combination and carrying with it 
an always greater degree of specialization of 
work. 

The history of thought on economic and 
social affairs has taken the same line of 
development as these affairs themselves. We 
see tliroughout the century a gradual change 
from the ideal of what is called Individualism 
towards the ideals which are regarded as 
social or socialist. In order to perceive some 
of the stages of this movement we may take, 
for example, the attitude of great teachers at 
the beginning and in the middle and at the 
close of tlie centui’y. 

The attitude of the nation towards industrial 
affairs was at first one of non-interference or 
laisser-faire. Partly this was due to mere 
conservatism, but partly also to the great 
influence of the teachiivg of Adam Smith and 
his followers. He is still regarded as the 
tj’pical exponent of the rights of free com- 
petition, and it is true that his Wealth of 
Nations stands for the ideal of economic 
freedom so far as any one ideal can be attri- 
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u 4 - ^ fo it And indeed Smith did not put 

‘“'"^idvantSf Behind the teaehing ol the 

» *■= ‘“*8 f '"iS 

lyeaun ' - Sentiments. Smitb 

'“°Tor oSy .» eclmiA he „ne a great 

of free competition m economic life. He WM 
a moral philosopher, and he belonged, ^oo, t 
the Scottish School of moral teac^ng. Has 
SL of the basis of society, and therefore of 
industry, carry us back through moral philoso- 
phy to^ religious ideals which are found m 
mmiv of the writers of that school. 

M an example of this we may take frotn 
his Moral Sentiments a remarkable argument 
by which he seeks to justify an ^^quaJ dw- 
tribution of wealth on the ground that the 
rich are prevented by social forces from keep-, 
ins for themselves the wealth 
T 4 n<;<;ess “ The produce of the soil, he says, 
CSntaiM at all times merely that nnmher 
of inhabitants which it is capable of mam- 
taining. The rich only select froin the heap 
what is most precious and agreeable. They 
consume little more than the poor, and in 
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spite of their natural selfishness and rapacity, 
though they mean only their own conveniency, 
though the sole end which they propose from 
the labours of all the thousands whom they 
employ be the gratification of their own vast 
and insatiable desires, they divide with the 
poor the produce of all their improvements. 
They are led by an invisible hand to make 
nearly the same distribution of the necessaries 
of life which would have been made had the 
earth been divided into equal portions among 
all its inhabitants, and thus, without intending 
it, without knowing it, they advance the 
interest 6f the society and offer means for the 
multiplication of the species. When Provi- 
dence divided the earth among a few lordly 
masters it neither forgot nor abandoned those 
who seem to have been left out in the partition. 
These last also enjoy their share of all that it 
produces.” Passages of this sort, in which an 
appeal is made to the ** Invisible Hand *’ as the 
basis of the social system, occurred often in 
Smith’s Moral Sentiments, and we see this 
same idea, and indeed the same phrase, 
appearing in his endeavour to justify the 
economic side of life in his other book, 
“ Every individual,” he says in a classic 
passage of the Wealth of Nations, “ is con- 
tinually exerting himself to find out the most 
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advantageous employment for -whatever 
capital he may command. It is his o-wn 
advantage indeed, and not that of the society, 
•which he has in view, but the study of his 
own advantage naturally, or rather neces- 
sarily, leads him to prefer that employment 
which IS most advantageous to the society.” 
And on the next page it is clear what he means 
by •' naturally, or rather necessarily”; for, he 
continues, the individual neither intends to 
promote the public interest nor knows how 
much he is promoting it by directing industry 
in such a manner as its produce may be of 
the greatest value, but intends only his own 
gain, and he is in this, as in many other cases, 
led by an invisible hand to promote an 
end which was no part of his intention.” 
Smith’s devotion to the ideal of economic 
freedom was not, therefore, based purely on 
notions of material advantage when he said 
that freedom from restraint was the natural 
order of things. He meant that there was a 
basis for society in both its economic and its 
other aspects which lay beneath the efforts 
of individuals, and was the guarantee of order 
among the multitude of individual interests. 
But all Smith’s followers did not take the same 
religious view of society as he did, and there- 
fore the idea of free competition came to 
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stand^Jilone as a merely economic idea of 
materidl advantage. 

' must be remembered, too, that Smith 
‘cohlil only apply his idea of freedom to the 
hiirid of industry amid which he lived. He 
died before the great industrial changes had 
taken place. In his day it was the individual 
’who was in fact the unit in industrial affairs, 
in asking for the freedom from restraint of the 
mdividual he was only asking for freedom 
from restraint ; there was only the individual 
y^orkman or employer to whom liis doctrine 
could apply, because the great industrial 
changes had not taken place. The main kind 
of economic freedom then was the freedom to 
remain independent, and to fight one’s own 
battle whether as workman or as emploj’'er; 
but the idea of laisser-faire, if we are to apply 
it to the changed conditions of the nineteenth 
century, would have to mean the freedom of 
the individual to combine not less than Ins 
freedom to compete. The economic unit has 
changed, and the true restraint upon indi- 
vidual freedom in the nineteenth century 
Svould be that which kept a worker from joining 
a Trade Union or an investor from joining 
a Joint Stock Company or a Company from 
joining a Trust. The meaning of laisser-faire 
-has changed because the economic structure 
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to -sYliich it applies has changed. In Smith’s 
time, and at the beginning of economics 
among his follon’ers, free competition and the 
natural system meant the free competition 
of individuals and their independence of each 
other, and could not, at that date, mean 
anything else. 

Much of the resistance to economic change 
■which took place in the early part of the 
century was due to the application of Smith’s 
ideas of freedom when circumstances were 
changed. The city and the factory and the 
gradual grouping of persons in the economic 
system called for a new kind of freedom, the 
freedom to combine, but the manner in which 
Smith’s opinions were understood at the time 
led to a long opposition to workers’ combina- 
tion and any intervention of the law for the 
protection of industry. It is in the light of the 
influence of Smith’s teaching that we must 
read the slow story of factory legislation and 
of Trade Unionism. 

By the middle of the century the opinion - 
of great social teachers had altered, as the 
times had altered. John Mill believed himself 
to he simply the expositor of the traditional 
political economy of Smith and his followers, 
hut it is in the work of Mill especially that we 
how socual ideals had come to pervade 
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economic teaching, under the influence of 
economic change itself. Mill was also a great 
moral philosopher, but did not have the 
religious assumptions of Adam Smith. His 
social inspiration was drawn partly from the 
teaching of French communists, and partly 
from his own attitude toivards ethical ideals. 
To the study of the bigger economic unit 
which he found around him he brought the 
broader spirit ; even although his ethical 
teaching did not rise above the utilitarian 
idea, yet his utilitari.anism was not based 
finally on a mere calculation of pleasures and 
pains, but upon what he called the “ ultimate 
sanction — the benevolent feelings of man- 
kind.” The economic teaching of Mill gave 
the impulse, too, to a great body of writers 
and teachers who followed him. Carlyle and 
Ruskin and the Christian socialists carried 
the combination idea out of the study among 
the people, so that from the j^ear 1850 onwards 
the strongest current of economic teaching 
in this country was based on social ideas and 
on the spirit of association. 

And again, at this stage of the twentieth 
century, it is not only the idea of association 
which has become dominant, but ideas which 
are more rightly called collectivist. The 
speculation of the time is round the problem 
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tow far or how much further the method of 
industrial grouping and the aspirations - of 
associated life can be carried. Wliile at the 
beginning of last centur}' the problem was to' 
find a hearing for the advocates of combiriar 
tion, at present the problem of legislators 
and of teachers is to guide the movement.. 
And thus while enterprise in 1800 could only 
mean — ^Leave the individual free to compete 
forliis own hand; andwliile since the middle 
of last century its meaning was changed so 
that it would read — ^Lcave the association of 
workers or employers free to develop associa- 
tion ; in the twentieth century the very 
same phrase is applied to the State itself, 
and mejins— -Let the State be free also ; if 
there is industrial work which the State can 
and ought to do, let the State do it. 


n 

; ; We have seen that the growth of Western 
{civilization has been towards a greater degree 
; and also a greater degree of 

; , specialized work, habour and Capital are 
,;{:ljbtli^^puped in larger units for purposes of 
1 but within these units there is 
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great subdivision and specialization of parts 
and functions. The result of this, as is well 
known, has been, especially on the side of 
labour, the creation of many grades or strata 
or classes of the people — grades wliich depend 
upon the nature of their occupation. As the 
specialization which is necessary for the most 
efficient work gets greater we find within the 
group of workers, which forms an industry, 
many sub-groups so separated from each 
other that it is not easy for the individual 
to pass from one form of labour to another. 
Many problems arise out of this kind of 
specialization. We see tliese problems in 
times of trade depression, or at the time when 
a new mechanical invention is applied to 
trade. The individual who is displaced cannot 
readily take up work of the same grade, so far 
as standards of payment are concerned, and it 
is not only as between different groups of the 
working classes that this specialization holds 
good. There is also the line which separates 
the manual worker from the supervisor, or that 
which separates the best grade of supervisor 
from the capitalist investor. In each great 
industry we see these lines. The greatness 
of industry itself has created them, because 
high specialization is an eeonpmy of working, 
and ,it is in the great industry that much 
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variety of specialized work is possible. The 
modern, evolution, therefore, in working put, , 
the idea of power by means of combinationVi 
has stratified and classified the people to hnl ; 
enormous extent. Within the grip of the f 
large unit it offers us, as our industrial type,: : 
the big unit whose parts are of great’; 
variety and highly specialized for particular ; 
functions. 

Now growth of this kind is usually described 
as organic growth. As we proceed from lower 
to higher forms of life we find a greater degrPe 
of unity, accompanied by great subdivision 
and variety of parts and ftmctions. A high 
organism develops from a low organism by the 
fact that its life is gathered together at one 
great nerve centre, and that its structure has 
ceased to be all of the same form but has been 
developed into the special organs of special 
; Mnse.'i and activities; so that an industrial 
growth which has given greater imity in our 
economic life, and has also subdivided and 
specialized industrial activity within each new 
unit seems to correspond to the methods of 
: organic growth, which give highly imificd 
i life .Tvith great variety and specialization of 
/jparfe. , ‘ 

say that recent 
; ; industrial growth has been organic v'e seem 



to justify its rcsiiltsi^ 'r is about the word 
;7 organic '^Va ot approval, and if we 

wereCcontent to have economic evolution 
taken as an organic evolution we could 
icarhely help giving a silent approval to the 
industrial classification of the people which 
-now exists. But it is well known that this 
extreme specialization is just one of those 
.aspects of modem society against which 
complaint is often made, and it would not do 
-to evade serious economic problems by so 
sirtiple a means as the use of the name of 
organism and all that organism implies. We 
must therefore ask whether this development 
has really been organic in the sense in 
which that term implies approval of its 
results. 

It is not enough for the complete idea of an 
organism that there should be unity and 
centralization of life, together with great 
specialization of parts and functions. There 
can be an inorganic specialization. We must 
admit that modem industrialism possesses 
in a high degree two features of organic 
growth. It has that high degree of unity of 
.what may be called the nervous life of in- 
dustry — the centralization of its govemment, 
tiie sensitiveness with which each part responds 
to influences from other parts of the structure. 
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its great interdepcndeiice aticl complexity.; 
Atid again it does without doubt possess, 
within this interdependent unity, a great 
variety ol activity, vrhich is also found in 
the different parts of an organic and living 
body. 

But one thing more is needful to the full 
idea of organic life, and tliat is circulation; 
An organism does not satisfy our ideals until 
we know that it has, not merely parts held 
together at a common centre, but that com- 
mon life which is given by the processes 61 
circulation. The same principle of life moves 
from part to part, and industry, too, must 
show that it has this quality to a high, or 
at any rate a considerable, degree before wc 
allow that it is really an organic life. Now it 
is plain that it is ^ust on this ground that 
economic evolution fails to correspond with 
organic evolution. We do not have in a high 
degree freedom of movement from part to part 
of the industrial system. There is still a 
serious degree of class specialization and 
social stratification of the peojile. The 
labour, which is the life of the economic 
organism, as the blood is the life of the 
rbiologieal organism, has not the degree 
:;;pf /,free circulation which would justify us 
;m . saying „ that there was a real organic 
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prniciplti'; ; M mneteentli‘century ; economic 
deveippment, 

no doubt true that these much-special- 
ized grades of labour arc always being dis- 
placed by machinery. When the work of an 
artisan becomes specialized to such a high 
degree that he is carrying out a single process 
oyer and over again, a machine is soon invented 
to do it instead. It is the highly specialized 
man who is principally threatened by mechani- 
cal invention, and in some industries it is 
possible that the use of machinery has rendered 
the power of the W'orkman to move from occu- 
pation to occupation greater. It is probably 
true that a workman who has learnt the 
use of one machine can pick up the use of 
another machine more easily than he could 

But at the same time it is true also that 
the tending of machinery does itself become 
highly specialized. It is specialized at least 
to such a degree as still renders movement 
from one occupation to another occupation 
of the same grade, though of some different 
kind, very difficult. And it ratist not be 
forgotten that the problem of specialization 
of work affects not only movement on the 
/same level from one occupation to another, 
but movement from one level of the industrial 
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system to a higlier le\"el by any workman tvEOj 
is competent to rise. Even if machinery h^ 
done something to increase the circulation; 
of labour in the social organism, there is 
without doubt still a degree of classification; 
which keeps the industrial system below the 
full idea of a really organic structure, ;; 

We have, in fact, to be careful in applying 
to our industrial sj'stem a metaphor of this 
kind. After all an organism is a single unit 
of life, made up of parts which are not them- 
selves lives, but industry is a system made up 
of many individual lives, but it itself is not a 
life of the same degree of completeness, and it is 
better, therefore, not only to point out the ways 
in which industry resembles an organic growth 
— its great specialization, its high unification, ; 
and its great nervous interconnection — but 
also to point out how, in respect of the vital 
principle of circulation, industry does not 
show, as yet, a great degree of likeness to what 
is, in the full sense, organic life. Tins failure 
is due, as we shall see, to the lateness of 
educational as compared with industrial 
development dining the nineteenth century, 
for the power of labour to move freely from 
rank to rank of the industrial system depends 
upon educational change in two ways. In the 
fire place, it depends upon the mere technical 
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in Avludi it wouklFe Agreed tliat emancipation 
■ Iiadmot vb the e'(?ils of a 

■•gireht^Ararisition in industrj% and that there 
jhadSnot come, into being or effective use the 
itheahs of pop'idax control over the “new 
Aorin vof human settlement.” In these years 
i ihe lag between industrial change on the one 
"hhttdj .and political rights and public educa- 
'Aiop -pn the other hand, created an inequality 
; of national development which was not really 
overtaken until the seventies. Of course 
/industrial changes, and the changes in the 
^forrhs of life which they bring with them, 
■■'arejforccd upbn a country by acts of com- 
pciitioh between individuals, and not by any; 
deliberate choice of a new system of things ; 
.while changes in political rights and educa- 
tional opportunities are matters of a more 
/'conscious and organized kind. Nevertheless, 

: it' was the case that with the people much 
■^subject to authority in these other ways, 
industry also took on the form of personal 
authority over large numbers of employees,/ 
, and all Idnds of plans of regulation, insurance, 
■/management, consultation, and promotion, 
which might have been worked carty into the 
.//younger and more flexible structure of busi- 
//pess, had to wait till things were more rigid 
/ahd; difficult. Throughout John Mill’s book 
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Ave find manj' gloomy reflections on the con- 
dition of the n'orking classes nnder the need 
of a thorough system rvhich rvould, in his 
own nrords, “ put an end to por'erty for a 
generation ” as the beginning of an adequate 
remedy. So that till well on in our period’' 
the attitude of those who wrote on working- 
class questions was one of great pessimism 
and despair, and most of them were only 
able to perceive the beginning of the new 
spirit of association to ivhich, in one form or 
other, they attached their hopes for the 
future. 5 

But a clearer view of the origin of this 
trouble can be obtained if we make a further 
division of these early years. We shall see 
in that n ay how the condition of the people, 
nhich roused these feelings in 1850, vas the 
fruit of a time whose effects were weakened 
in the middle of the centurj' but had not 
passed away. If we take the first quarter 
of the nineteenth century by itself, we get a 
picture of industry in relation to law and 
opinion which is far more backward than 
that whidj is seen in these later writers, and 
the second twenty -five years will show the 
beginning of movemf nls of reform which had 
only been enough by 1850 to awaken opinion 
to the demands of the problems. 
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We can. also complete tliis firoad view of 
Jflle cexitui^ the second fifty 

:;'ye|tfsdfi^ wiiich carry the move- 

;;ihent;;‘bf iSoO^te by separate steps. 

_ The first qharter of the nineteenth century 
Bas been described as a period of 

J^mistakes of action or inaetion. Where there 
iwere idcfinite policies affecting industry they 
were, either based on a protectionist conser- 
<^atism or on an unconscious application of 
. the teachings of Smith and his school, and 
i;sO far as affected many .sides of the life of the 
peppie there was a want of definite policy and 
vanVignorance of economic causation, whose 
jresullis were of the most disastrous kind. 

£,;; i At the opening of the century the standard 
■;pf wages could be maintained in one of two 
■^wajis. The Justices of the Peace could, at 
deaSt in theory, fix rates for certain trades, 

■ or ,tiie apprenticeship regulations, which still 
; held good, could govern the supply of labour 
to sMlled trades, and so maintain the standard. 
Much use had been made during the eighteenth 
f eentury of both these means, but the power 
^ of the Justices was taken away in 1813 and v 
the apprenticeship condition in 1814, labour . 
being thus left without aiiy measure of .legal 
{protection at alh This would have mat- , 
tered^ less if, at the same time, the right of ; 
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self-help had been granted, huh '^e uncon- 
scious individualism which app^rs^ ;ihy the^^ 
repeal of the legal means of protection: shpi^s^ 
itself also in the law of 1799 forbidding com;:;:s 
binations of workmen for any purpose: what;;;-., 
ever. The working classes were thus thrph^ t 
into a system of promiscuous individual^ 
competition, whose effects were quite demly^;' 
realized in the teaching of Ricardo as to thej. 
tendency of wages to fall towards a level, ,bf,; 
physical subsistence. The “ iron law ” of wages.:, 
was both the teaching of the time and :thej: 
only possible effect of the legal system^ 
this time, too, it was, of course, impossible,- 
for the working classes to obtain redhess ;byJ^ 
their own direct power over Parliament, , add. 
the result of the individualism which was’ 
forced upon people in the compditionvfciif 
wages appears in an appalling amount 
. emplojTnent of women and children in the 
.rising mills and factories of the great cities,- 
Again, the social circumstances surrounding 
shell competition were also without regula-'- 
tion and control. No factory laws worthf. 
speaking of held good during this period; 
There is, perhaps, no more remarkable::; 
indication of the spirit of the time thaii:; 
is shown by the fact that only after twenty'.'^ 
five years of agitation were the hours , of , h 
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cMld ol nine jii a factdry limited to sixty- 
nine a ■week by ■ the • law of 1825, and no 
jeyelations at a later stage startled the 
nffion or touched its conscience more fully than 
those regarding the emplojunent of children. 
Even the Poor Law children, to whom the 
State was foster parent^ were thrown into the 
held of employment mth practically no know- 
■ledge or care of the treatment they received 
from the employers to whom they were sent 
in gangs for hire. It must be remembered, 
too, that the citj’^ had g^o^vn before the nature 
of citj’' life and its problems were at all realized, 
and it was not tmtil 1885 that any corporate 
control existed over the conditions of life as 
distinct from labour. The nation had for- 
gotten to live in the country long before it had 
^eam'c to Yive in the city. 

It is significant of the condition of public 
life at this time that the Statute Book con- 
tained no general law of sanitary supervision. 
Even in those towns which had obtained 
private Improvement Acts, health was not 
one of the main purposes of these Acts. Up 
to the beginning of the reign of the factory 
practically no intelligent public . interest ex- 
isted in this question. Disease was simply 
taken as an e^ which accompanied growth 
of city life. It required the example of the 
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cholera epidemic of 1881 to 1833 ,t6,:sLirj ,up 
public attention; and the Poor Law Commis- 
sioners thereafter took up the question of 
health and the prevention of disease in .re- 
lation to pauperism. In the beginning oLthe 
Forties startling reports were issued on.:;Uie 
sanitary condition of the labouring classesdh; 
towns, and the first inquiries of a public, land 
into this question are those of the Comnoiittee^ 
of the House of Commons of 1840, and the 
Royal Commission of 1843, but we had ;to; 
wait until 1848 for any general public provision^ 
for health in its most elementarj’- aspects^ 
the cleansing and the draining of cities. The. 
first medical officer of health was appointed 
in 1847. The condition of the people in the 
•cities during the first quarter of the centr^ 
may be inferred from facts of this kind. 

The financial measures which were in ^fprcei;: 
^during this period also bore with great severity^ 
upon the people. There was, for most of the* 
time, a misunderstanding as to the regulation? 
of the money system, which has given the; 
period the name of the “Dark Age of Currency,*?? 
The high prices which prevailed were due; 
in part to the depreciation of the standard 'pf: 
■currency, which was the effect of the policy; 
:,of the Bank of England. Taxation was car?; 
•ried on on the basis that every commodity: 
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and every process mtd tran^acfcjbaaipon which 
a^^X ; bhuld'- ^e^^d^ be taxed. The 

system j^as not -ohly VC waste- 

'Mi but it ihe the charges for the 

Tevehue- wCrC laid not upon wealth which 
'^dvbeen accumulated already, but upon the 
prbees^es by which wealth and savings are 
ferfeatedj' so that the people’s low wages were 
imade still lower when account was taken 
pf the prices of goods of all kinds, whether 
hecessaries or not, whether directly used by 
the people or indirectly. 

than fifteen hundred 
aitiiiSes in our tariff in 1800. The import of 
.kphie ^ of food was entirely prohibited. . 
'^^ded by the “ colonial system ” and the Navi- 
•g.atioh Laws, mercantilism was still keeping a 
• strong hold upon the foreign commerce which 
might have helped to reduce prices at home. 

<;;• T most important and almost the most: 
r severe oi the influences of taxation on the 
working classes was that which was due th^ 
the Com Laws. England began to have a 
balance of imports over exports of wheat'; 
■ just before the beginning of the war with : 
;France, but it was part of the policy of the , 
to protect the agricultural interest in ■ 
ithdbope of making this coufitry self-sufficient i 
^Jas; regards its food supply. Even mp: to ihj; 
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late stage in the nineteenth century great 
economists held the viev? that a natiori; lUrc’ 
England could not expect to derive adequatfe: 
supplies from abroad. Malthus based .ihhhy 
o{ his gloomy predictions on this assumptipni 
that the growing population would exbeed 
the power of the land to satisfy their want^ 
and even Porter, atv important authority.fOT 
the first half of the century, did not foresee 
the great changes in transport and disc6yef> 
of foreign resources •which afterwards , tqoli 
place. He thought that only an “ inconsid^ 
able state,” and never a numerous people 
■could safely lean on food supplies. The agricid 
tural interest was at this time, of course, in i 
specially close relation to political power, an( 
the city population had to pay a severe price fp 
the high protection which, on either hatibht 
or private grounds, was given to agricultufi 
An estimate of the effect of the Com Law 
may be got from the fact that the quarter c 
^wbeat which now fluctuates about SOs. reachei 
■ five occasions in the first twenty years pi 
the century, an annual average of over lOOi 
During the first ten years it averaged 84s. 83.: 
during the next ten years 91s. 53.; and tlie 
policy of the Corn Law of 1815, which ma^ 
be taken as typical, Avas that of prohibitiii| 
the sale, of foreign grain in this country untii 
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the price stood at SOs.- at least. In view of 
the position of W'ages in this period, prices 
of this kind could only mean intense priva- 
tion and the denial to the working classes of 
anything more than the bare necessaries of 
life. 

In another branch of national finance, the 
administration of the debt of the country, 
there was also a misimderstanding of economic 
causation, which added to the burden which 
the country was carrying. It was the policy 
of ’jMr. Pitt, before the war began, to lay aside 
each year a fund which should be applied to 
buying up the National Debt, which stood 
then at about 240 millions. His plan worked 
well for a few years before the war broke out, 
but such a plan is of no use when the revenue 
of the country fails to come up to its expendi- 
ture. No financial ingenuity can bring it 
about in such circumstances that the debt of 
a nation is being reduced. But the successors 
of Pitt endeavoured to continue his Sinking 
Fund during the war. Since the expenditure 
of the nation was greater than its revenue, the 
money required for the Sinldng Fund had, of 
course, to be borrowed. In spite of many 
criticisms of this system, the Sinking lihnd 
was continued. If it had been possible to 
incur a new debt of a million for every million 
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ivhicK "was paid to the Sinldng Fund ho hann 
■would have been done, although tiie, profeesa! 
would have been useless towards debt rOdueh 
tion, but, in fact, the times were so difficult that; 
in order to obtain the money required iico;; 
the Sinking Fund new money had tp;ibe: 
borrowed on very disadvantageous teraas. 
It was not unusual for the Government; in > 
borrowing at this time to create a debt^ibr 
nearly double the amount which it pbta.ihed.! 
Thus in 1798, 14| millions were borr6:ffed^,bUt'; 
the new debt created by doing ;;so’j,was;:^iik; 
millions. In 1806, 22 J nhllions were-'-bpr-;; 
rowed, the terms being that for every £100, 
lent to the Government the lender received 
stock of the value of £172, so that the new 
debt created was SSj millions. The result 
was that the debt was actually being increased 
by the system which maintained the pretence;, 
of always giving a certain sum to debt reduc- , 
tion; and between the beginning and end of 
the wut the Exchequer had borrowed already^ 
5G0 millions fay creating debt to the extent of ■ 
.881 millions, upon which 30 millions pefc 
annum ‘of interest had to be paid. Thb" 

‘ burden of finance of this kind bore uponi: 
:|;he.: people through its effect in maintaining^ 
cthe:;^'stem of taxation. - 'V;- 

■ One effect of the Com Laws was, of course, bo 
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bring large ateas of lan<i into better cultivation 
atbo^ fact the area of cultivated land 

ji'whiclV v'as enclosed at this time amounted to 
fiev&al million acres. It might seem that the 
■^extension of agriculture in this way would 
;give an outlet to city population, and that 
; this would help to keep up industrial wages, 
its: happens in new countries where land is 
; estsil}’^ available. But this did not take place 
; lin England, because any extension of the area 
: ,6f cultivation was accompanied by the system 
; of Enclosure of the open fields in and aroxmd 
•the villages, and the effect of Enclosure was, 
'?on the whole, to create a surplus of labour 
:.in the villages, so that the labour required 
for any new areas had not to be drawn 
from the cities; the movement of the people 
rrss the ciths and not away firoxn 

them. 

This period was also one in which the 
principles of giving relief to the poor were 
entirely misunderstood, especially in country 
districts. Poor Law relief had come, in 
many places, to be regarded as a right and 
was given without proper regard to the tests 
of ability to work, which ought to accompany^; 
.Poor Law administration. The country was 
Jvjbeing turned into a- school for paupers, who 
■ -were not even disciplined into a desire eithCTV 

; C2, ■■ 
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to work or to live prudent lives, and tke 
report of 1834 showed how intense the de- 
moralization of some districts had become. 

There was no Truck Act during this period, 
no municipal franchise through which the 
people might have influenced the making of 
the city, and the whole transition through 
which the nation was passing was bewildering 
and ungoverned. It was a transition which 
affected mainly the people, but the voice of 
the people could not be legitimately expressed, 
and self-help by combination was refused 
them. It is small wonder that there were 
such results as the Luddite Risings, the Cato 
Street Conspiracy, the Peterloo Massacres, 
and the stringent Six Acts of 1819. The 
teaching of the early socialists spread a great 
discontent. A civil war seemed a not impos- 
sible result of the state of the people. They 
had been led into the new industrialism, and 
the leadership of those having political power 
was full of conversative rather than social 
feeling. Only a slight defence existed in 
some places by the early co-operative move- 
ment. The time affords the darkest picture 
which has been painted of the condition of a 
working-class population. 

It is necessary, of course, to remember that 
transition is the usual state of national life. 
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and even now this term whuld be aiiplied 
to the condition of England. I\Iany changes 
^nay go by the name of social refoim, which 
are little more than the removal of most 
obvious abuses, and the end of the nineteenth 
century had given us, as the most freely 
quoted fact regarding the city population, 
the result that about one-third of them were 
li%ungin poverty or distress. One has, there- 
fore, to read the history of ISOO to 1825 with 
a great deal of historical sympathy, and to 
realize that changes which were clearly 
required then from our standpoint were diffi- 
ciilt problems from their standpoint. The 
same historical sympathy will have to be 
extended to the study of later decades of 
the account by future students, which we 
have to extend to the first decades. But the 
gravity with which we regard the social 
problem of the present time at least enables 
us to appreciate how burdensome the distress 
and how inadequate the social policy of the 
nation were in the beginning of last century. 
Fixing the estimates that one-third of oUr city 
population still lives in poverty, and that 
welfare is more than twice as great now as 
it was then, we can translate into terms of 
human costs the meaning of the great change 
in the conditions of life and Avork. 
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II 

The Combination Law of 1824 opens the 
period of \vorking-cIass emancipation. And 
the next twenty-five years saw' the removal 
of at least the hardest conditions. The great 
fact of these years is the social ferment 
which arose out of the former conditions and 
showed itself in a great number of schemes 
for social, industrial, political and financial 
reform. There is no single line of advance, 
but there is one force which works itself out 
till at any rate the foundations are laid of 
a more solid national structure. It may be 
said of these five-and-twenty years that they 
include the beginnings of organized industrial- 
ism, although in many cases they did not take 
us past the mere beginnings. 

To this period we owe the first factory laws 
which were of substantial value, the Acts of 
1833, 1844 and 1850. By the end of the 
period, the labour of women and children and 
young persons had received a Charter of 
Rights so far as te.xtile mills were concerned. 
The Trade Union movement passed through 
a period of ferment and disappointment, but 
■seized hold of the true ideals of modem 
workers’ combination about the year 1850. 
The beginning of legislation regarding Track 
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' v,'as in 1881, of Public Health in 1848,^ of cor- 
porate municipal life in 1835. The system 
which had accumulated the National Debt was 
challenged by a Committee of 1828, and the 
principle was thereafter accepted that only out 
of a real balance of income over expenditiue 
could the debt be repaid. The cumbrous 
and expensive fiscal system was in the same 
way challenged by the important Committee 
of 1840, so that after six years of great political 
excitement the levying of direct taxation was 
applied to the relief of taxation on goods, and 
although Free Trade was very far from being 
realized by the middle of the century, Peel had 
laid foundations which were unshaken even 
during the subsequent administrations of his 
opponents. The Bank Act of 1844 provided 
that the currency of the nation should be 
based on the definite principle of supplies of 
gold held against it. 

The franchise of 1832 was also a beginning, 
but it was of less importance to the working 
classes than the measures of self-help which 
were adopted by the definite establisliment 
of co-operation in 1844, and of the Friendly 
Societies, which gained an increasing amount 
of leg.al recognition and protection from 1829 
to 1850. 

The basis was also laid in this time of the 
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transport system •which has, uhified • the 
industrial life of the people and brought dij 
into close connection with foreign supplies 
of food and materials. Few individual causes 
have done more to cheapen the goods that are j 
in common use than the invention, in 185G, of 
the Bessemer process of making steel. It 
meant that the American West and the sources 
of supply in new countries could be far more 
cheaply opened up, and it is to the steel rrdi; , 
and the steel ship that we largely owe the: 
falsification of the prophecies of Malthus and- ; 
Porter as to the difficulties which would beset 
the nation in regard to its supplies of grain. ■ 
England became the great builder of railway,: 
systems at home and abroad, and she obtained, 
too, a supremacy in the mercantile marine 
oi the world wliich. became ijossible after the 
wooden sailing ship, for which the advantages . 
were with America, gave way to the steel 
' steam ship. 

These beginnings are only the outward sign:, 
of much discussion and great social unrest. 
They are no more than beginnings. They 
challenged the disorganization of the first 
quarter of the ceaturj% and there are two 
Tinovements which lag behind and count for 
.sc^cely anytlung during this time. One of 
; these is the Housing movement, which scarcely 
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received a fair legislative support until tFe- 
tliird quarter ol the century. - The otheir, 
■which is; more ; importsint ; still,; is the ;Educa- 
tiUnah rhpvement. r There is much discussion 
among the great yriters.an^ in the periodicals 
of the; F^ on the question of worldng- 
i^lass educatidn. Even so great an authority 
ias'Pprtcj, in his chapter on this subject, urg^ 
the claims of education for the people only oh 
the ground that it will suppress social agita- 
tion and discontent. Out first educational 
^provisions are made in the Factory Acts of 
.1888 and 1844, but they refer only to children 
/working half time in the mill. Previous to 
.1888 the question of the education of the 
people had been left entirely to private agen- 
cies. Grants to education commenced in 
1834 with £20,000 a year and in 1846 had 
increased to £58,000, but this was entirely 
inadequate as a means for creating any wide 
opportunity for the extension of education 
among the working classes. In the year of; 
the Queen’s accession “ about a quarter of. 
the total children in England and Wales 
received no instruction whatever. It .was 
stated in the House of Commons that 49 per^ 
cent, of the boys and 57 per cent, of the girls : 
of thirteen to fourteen years old could not: 
;;read, and that 67 per cent, of the boys>imd;: 
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88 per cent, of the girls could not write.” 
But all other measures of social reform depend 
not only for suggestion but for their wise 
use and development upon the education of 
the people to whom they specially refer, and 
it is the most serious omission of the first half 
of the nineteenth century, in its legislative 
aspect, that the people were almost unable to 
develop the spirit of intelligent democracj' 
which might have given them a leadership 
of their own in the times when industrialism 
was still pliable, and many modifications of 
the emplojmient relationship might have been 
possible. It is significant of the backwardness 
of public opinion on this subject that when the 
Board of Education was constituted in 1839 
it was only by a majority of two votes in the 
House of Commons that an amendment was 
rejected, praying Her Majesty to revoke the 
order of Council by which the appointment 
of the Board w’as made. Sir. Porter him- 
self bases his plea for this cause on the 
ground that “ the true path of safety will be 
foimd in educating the people — in teaching 
them to discriminate between evils referable 
to the imperfections of human institutions, 
and therefore amendable, and such as arise 
in the order of Providence. ... It is seen 
that the mind can be cultivated ^vlthout 
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developing a dispositjbn;;tp inisciu engen- 
dering any irrationai feelings of. (Fs 
with lot ; ;whiie, 6h the contrary, instmc- 
tiopi' whe^ with moral training, 

is .felt to exerrise'a benevolent influence in 
restraining from eyi!.” “Have not all their 
sttiKcs hhd rirings,” he says again, “had for 
their object the attainment of something 
which, in their iinenlightened reasoning, they 
haye conceived to be their right — mistakenly^ 
lip; doubt — ^by proving thereby how deep is 
the interest they would feel in securing the 
chi<^ welfare from the moment they should 
come to laiow how completely their own true 
interests are involved in it ? ” Stronger ground 
ityas taken by other advocates who urged the 
claims of popular education in the name and 
for the sake of social and industrial change. 
“ What better security could a government 
desire than that its subjects shall never com- 
plain "mthout a cause, or complaining, shall 
never urge their smt with intemperance,” 
was the summary of a remarkable paper 
written early in this period to the Edinburgh 
Review. Though many beginnings were made 
at this time in social reform, the lack of 
appreciation of the relation of educational 
reform to the value of all other changes- 
maintained the condition under which the 



■ people were legislated /or- and had .social 
improvement imposed upon them. 

m 

For about tliirty years after the middle bfv 
the century there took place a gradujd con-, 
solidation of the elements out of which .the}; 
industrial S5^stem was formed. It is the; 
building-up period as regards both nation^ 
organization and legal control. The -time:, 
coincides with the period of great manufacturr ; 
ing and agricultural prosperity in the country} 
and along with this great industrial success; 
there ran a strong current of thought on the. 
social aspects of industry. 

The movements which aimed at self-help, 
e&^eeially the Trade Union and Co-operatwei ■ 
movements, reached manhood stature by 
1875. Co-operation, which had extended 
from district to district in a number of loci , 
stores with their own governments, entered} 
on the stage of federalism by the establish-;} 
ment of the English Wholesale in 1863. This :- 
implied a working-class control over a system} 
of purchase and production which was a rtrong?; 
defence against similar consolidation on the ’ 
ride of private capitalism. And in addition , 
to the consolidation of the movement through ; 
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Ihc WE6lesa!d:tiicr% Regftrj its tixlcn in an 
organiiifed way into RrivncliCs oT industi'y such 
& :transpo and bmiking, which are closciy 
aiiicd to its main industrial and social ideas, 
Tte extension also eniried with it a great 
iiitjnilse towards common iutcrestis, and a 
diffusion of the social spirit and the cduca- 
';ii6hal idea among the w-orking classes. 

: Trade Unionism had been placed in a 
position which was not more than tolerance 
by the Act of 1825, From about the year 
18(^0 onward it had established itself on a 
b^s not only of great strength, but of con- 
stitutional policy in its relation to employers. 
Tlie Tc.su!t of this was that when it.s legal 
standing came to be revised by the Royal 
Commission of 18GT its riglits were definitely 
conceded and it became, by legislation, an 
approved part of tlic industrial system. The 
status of labour was defined by the Master 
and Servant Act of 1867, and the Employers’ 
and Workmen’s Act of 187.5. The movement 
for co-parlncr.ship received also a considerable 
impulse at this period, but only persisted as 
yet in individual instances here and there. 

Of veiy' great importance to the people was 
the Housing legislation wliich now came on 
. the scene and dealt with this problem of the 
icitv in three different series of acts. Powers 
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were given under the CTOS'; Acts from 1875 to 
1885 to clear large insanitary areas. The 
Torrens Acts of 1868 to 1875 gave similar 
powers of improvement where smaller areas 
were concerned or individual dwellings had 
to be dealt with ; while the Shaftesbury Acts, 
1851 to 1867, faced the problem of new housing 
accommodation for the people. These three 
lines of attack on this somewhat neglected 
problem were afterwards drawn together in 
the Housing Act of 1890, whose three main 
parts were a re-enactment and a consolida- 
tion, with amendments, of the legislation of 
Cross, Torrens and Shaftesburj'. 

By the middle of the century factory legis- 
lation was fairly complete for textile mills, and 
this third period saw its extension to other 
industries and its consolidation by the Act 
of 1878. Practically all the manufacturing 
industries came under control by the Act of 
1867, and a definite classification of factories 
and workshops was made m the consolidating 
Act of 1878. In 1875 two other methods of 
legislative reform reached the stage of what 
might be called “ full development.” The 
Public Health Act of 1875 brought into one 
system the Act of 1848 with over twenty 
amending Acts, and is still the basis of the 
law on this question. And the numerous 
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Acts which had been pressed to protect the 
/^bat'HEriendly cSbpieti^^ 

■ atized;inThat year.^ ; 

/i;The working classes , also profited greatlj'^ 
;‘;by tile, success o£ the scheme of finance which 
/hhd been begun in 1842. The method of 
redirect; taxation proved itself to be an engine 
Sbf finance powerful enough to reduce our 
customs and excise to smaller and smaller 
'dimensions. It had been the aim of both 
■Teel and Gladstone to bring about a result 
of this kind. Tlie parliamentary discussions 
of this time show that the scheme of 1842 had 
become an almost unchallenged commercial 
policy, and under the influence of great 
mapufaeturing and agricultural prosperity 
it reached its highest degree of success in 
1874i-75, when the tarill was reduced to the 
smallest number of taxable goods, while the 
Income Tax had also reached its minimum of 
twopence in the pound. 

On the side of capital a great impulse w'as 
given to corporate trading by the Joint 
Stock Acts from 1855 to 1862. This was 
practically a charter to the owners of small 
capitals, giving them the right to combine, 
along with security against eaeli other by 
limited liability. It had always been possible 
; in. England for a number of people to unite 
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their capitals lor a common purpose, hut 
while liability was unlimited there was great 
risk in common action of this kind, unless the 
investors were well known to each other ; but 
the new market developments, especially in 
transport, and the increase in the scale of 
production, could scarcely have been carried 
on unless by some such system as this for 
gathering many small capitals together for 
great enterprises. Private firms have con- 
tinued to flounsh wdth great strength by the 
side of Joint Stock; but yet to us now it 
is remarkable that the s> stem to which we 
chiefly owe the mobility and the power of 
capital is only about half a century old. The 
foundation of a national system of education 
came only at the end of this period; almost 
tlie last stone in the edifice. Its results have 
only now begun to be apparent. 

To a country situated as England is, a 
strong position in the sliipping trade is indis- 
pensable, both for defence and to ensure 
supplies of grain which cannot be raised at 
home. The figures show that England was 
almost on equal terms with Ameiica, in this 
respect, about the middle of the century, 
though America had been gaining especially 
diuing the period 1840 to 1860. The marine 
supremacy, which is now so important to the 
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country, was iiue in pairtvtd discovery of 
s|ecirf combined with ^our more advanced 
deyeiopnienfe in manufacture. But America 
had also lost seriously in this race by the Civil 
War, and since its conclusion her energy has 
been applied rather to internal development 
ithah to the recovery of her position on the 
seas. The mercantile marine of this, our great- 
est rival, shows an absolute decline since 
the Civil War, and our national position, as 
dominant for over-sea commerce, was assured 
by 1880. 

.The social position of the working classes 
depends, as we shall see, partly upon earnings 
that are calculated on an industrial basis, and 
which are affected therefore by the develop- 
ment of Trade Unionism and Joint Stock, 
and partly also by the indirect support wluch 
is given by local or national services. It is 
important, therefore, to add to tlie influences 
which became highly developed in this time 
those of the Franchise legislation of 18G7 and 
1884?, and the consolidation of the law regard- 
ing municipal corporations in 1882. 

At the end of this period, then, England 
may be said to have reached a stage of highly 
organized industrialism, and of well-developed 
influences bearing upon the industrial system. 
We Were the first industrial nation in the world 
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in 1875, We were not yet faced with 
problem of agricultural depression. We liad; 
benefited not only by organization at bomei;! 
but by the fact that great w'ars had recehtly^ 
been waged on the soil of onr chief rivals, 
America, France, and Germany. No tariff ’ 
protection could be more thorough than was ; 
afforded to England by these disputes abroad.;? 
Perhaps their most harmful result was the 
estrblishment of the high American tatiffii 
after the Civil War. Peel had pubhely cx-i 
pressed in the House of Commons his belief ■ 
that the policy of 184G would be followed by > 
other great nations, and this prophecy seerded;: 
on the eve of coming true wlien the ^ianerican'',! 
tariff fell gradually from 18-lG to 1860, when;' 
it stood at an average of only 18 per ceht;^; 
It was the unforeseeable incident of the Gml- 
War which upset these calculations, Americanr' 
Protection, the “mother of Trusts,” is tixe; 
daughter of war. iS '- 

The effects of industrial consolidation and / 
the social legislation which bore upon it' ih:/ 
the first three quarters of the century sho:W : 
a very great improvement in the condition of i 
.the people. It is difficult to carry an ihquu^/ 
much further back than 1880, but it has bedn/ 
shown by Gifien that in the half cehtmy end* / 
ing 1883 the incomes of the working classes,' 



STAGES OF RECENT PROGRESS 89 

had increased individually aboutltiO per cent., 
; aind ; of tKe process of 

: been for the 

tbfeheM , of the WOT classes. “The rich 
vjnatdlbecome more numerous but not richer 
jindiyidualiy. The poor are, to some smaller 
;;extent, fewer, a.nd those who remain poor are 
individually twice as well off on the average as 
ijthey were fifty years ago. The poor have thus 
;had almost all the benefit of the great material 
advance of the last fifty years.” This is 
borne out by a comparison of the amount of 
the Chief imported and dutiable goods which 
(;were consumed per head of the population 
of the country in 1840 and 1881; and although 
;tnany new costs have entered into the expendi- 
ture of the people in the greater strain of work, 
tile neecf of traveiTihg, or the increase of city 
rents, these new costs are rather a statement of 
the fact of an increase in the standard of living 
than a real deduction from the gain in wages. 
They mean that the nature of the work is 
higher as well as the standard of living; and 
this statement of the growth in welfare holds 
true of all those classes who really belong, in 
his words, to “ the new society of the latter 
: vpart of the century — ^that is to say, to all but 
tbe least skilled grades of labour. 

' . This comparison has been brought up to 
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more recent times by Bowley abd dtberinves- 
tigators. The last quarter of tbc iiceiitu^; 
showed that the greater part of the increase in.! 
national wealth had gone to wages, ahd.that 
the continued growth in welfare resulted ; in 
an increasing consumption per head of - old 
goods w'ith a margin for the purchase of new 
goods. Here, again, the caution must be added 
that these facts are true of the better grades 
of labour, and that they still leave, as , Giffeii 
had pointed out, the problem of the residuum 
to be considered. StiU another inquiry, - 
which compares the middle wdth the eridVdf 
the century, shows that, making all allowanpeaV, 
real wages increased between 1850 and 1875 
in the ratio of 96 to 132, and from 1880 to 
1913 in the ratio of 100 to 104. As we shall 
, see later, the gain of the people cannot., be 
measured soieiy by wbat may be eab’ed tiie' 
industrial dividend, even when every allow- 
ance is made in this respect ; and especi- 
ally since the last quarter of the century, there 
has been a great development of what may 
be called the public services of the nation^ 
which have made a fiuther real addition to 
the purchasing power of the people. 

^ These facts as to the rate of progress must, 

: .however, be read in the light of many inquiries 
yat the end of the century which go to show 
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that the evils 'vvliicli resulted from induslrial- 
isiTi are very far from being retnoved. The 
last quarter of the centm-y became especially 
the period of criticism and reconsideration, 
and the rcstilts of the inquiries whicli vere 
then made help us rather to understand the 
tremendous evils vhich must have existed 
in the first half of the century than to find 
then a condition of stability. 

The great fcatirrc of the last quarter of last 
century is the extent to rvhich politics became 
concerned with the social rcs\ilts of industry. 
Organization had been carried to an advanced 
point, and industry had become, in a very 
complete degree, a question of groups and 
associations of producers and bargainers, but 
there arose in this period, as it uerc, a re- 
calling of the purpose of this organization 
in its relation to persons, a Avcighing up of its 
costs, and a more conscious attitude towards 
the results of economic change. “ The social 
idea in England no longer takes the shape of 
payments made in instalments and at the 
demand of the working man, but has become 
a general standpoint from which society and 
the Slate weigh and determine the position 
of the working clas.ses in relation to all ques- 
tions that agitate the nation, whether of 
education, health, industry and trade, law' 
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orSaxaft such as standi’^tli 

iioise and urgent ciampuring at the doqri:j but; 
lor those who at. asi ibrethfen at the council 
table and represent, 'ii^uietly}ahd;bdr^^^ 

;their interests'; :^ich; ;axe;.;Teco^izedxb^ ;j 
sides ” -(SaetDxeiibec-i.'jSnglis/i^ 

^ side' 61 ‘ 

Inatiphal ihe has bCe^^ by public in- ; 

v'quiryj most of .iyldchhas^r^^ in legislatiopj ; - 

;^d;thi^:bpdir;^:^ial inquiry and legislation: 

'is the maih:;/eatui;6 end of the mneteehth.i^ 
peniniryi ahd the 'be^nhing of the twentieth;;-? 
•^e,: principles which are involved in this' 
ihew,'- attitude must be left over to another 
vchabter. : 



CHAPTER IV 


KOOT TKOBrnMS AND THE MODERN 
AluaUDE 

I 

The period of revision and reconsideration 
of irldustrj% especially in its social aspects, 
may be said to have begun about the time 
of the Dock Strike. The problems of housing 
and of the land came under discussion in the 
middle of the Eighties, and what may be 
called the Labour-Socialist movement com- 
menced its development before the events of 
1889, but the Dock Stnke gave a tremendous 
impulse to public inquiry, not only as to the 
condition of the residuum of labour in great 
cities, but as to the rights of labour and of 
labour oiganization. The twenty-Jive 5 ?cars 
which elapsed up to the War were filled to a 
remarkable extent with inquiry and legisla- 
tion on the social side of industry. It has 
been inquiry carried on in the spirit of hope, 
both because of the mrdoubted record of 
93 
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' ’ n’reccdla' 'and also because 

progress wbicb ^ of tbe; ppSsi*;: 

:rn ,its proces^g^^^. andvb^; 

pVer.ev^ • s}de ' op... legislation tbrough' 

mn certam 
soJl^thougbt. ^hich mark the; 
:,.prin«P}e ^ century. , ; * 

beginning ^ century JEH stated 

^ - the two main problems of: 

-^^Sl life ^ere those of education and; 
ISduum of employment. The latter had 
■"iMe Attacked first. If extreme poverty 
removed, then after a generation 
the 'foundations would be solid for the build- 
of welfare. This was his^socal pn^ 
SoW. Then came his social hygmne-the 
rschlme to prevent its recurrence. Tlie b^ia 
. of :this, he thought, was the education of th?: 
■people. That was his double proposal, and 
/ft is still before us. Our most recent inp 
YPuiries, like that of lilr. Booth or the Poem; 
Law Reports, show that it is to the residuum 
that at least a “ limited socialism ” 

/ applied before city life is made healthy . This 
residuum is related to a group of problems of 
■ transition, fluctuation, education, mobilitjr 
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and rural life, -which together con5,titute the 
“ organization of the labour miu’kct,” so that 
•vs'hat -was Milks scheme for prevention is 
now only part of a system of proposals for 
dealing with adult and child life. In order 
of treatment the educational side of the 
problem as he saw' it has had priority, and 
great advances were made on tJiat side 
before the question of the labour market 
-was seriously faced. But his perception was 
sound, that the interaction of education 
and poverty account, when a long view 
is 'taken, for a -wide range of the social 
problem. 

The wealth or poverty of a nation depends 
upon tw'o facts — the total amount of the 
national income, and the manner in which it 
is distributed. Behind the figures of money 
income lie tw'o forms of real income, the 
amount of goods that can be bought at the 
level of prices, and the personal satisfactions 
which arc got from consumption of these 
goods. The second of tliesc is the criterion 
of wealth, the third is the criterion of wel- 
fare. It is agreed that, on cither basis of 
real values, the average that is yet available 
does not make any country very rich. In 
addition, it is clear that there are scrv'iccs 
which could not be rendered on the basis 
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of aver&ge income, for instance in the sphere 
of scientific discovery, ivhich is of great 
importance to national progress. On the 
basis of efficiency of service a degree of in- 
equality becomes a necessary thing- and the 
chief result of the poverty inquiries is to 
raise tliis question of efficiency with regard 
to both the highest and the lowest incomes 
which are paid. Every great income may 
fairly be considered in relation to the average, 
as to whether in course of payment it has 
increased the total and average supply of 
real v calth of the nation. And at the other 
end of the scale the same problem of the 
relation of earnings to efficiency arises, since 
the question -nhethcr any form of necessary 
industrial service is wortli less than a certain 
amount is no less serious than the question 
whether the highest efficiency earnings have 
not also their limit. Given that there are 
degrees of inequality, these inquines raised 
the problem of responsibility,', and this 
has had its effect in legislation for the 
fixation of minima, in schemes for the 
taxation of great wealth, and in the furnish- 
ing of public services out of the national 
revenues. 

More than three-quarters of the people now 
live in the cities or large towns of the country, 
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■ as' JiOTsmg legEl^io^^ somewhat 
:hvie, tEc 

Js^pcr ihc^ity:po^^^ 

J ;h\^oicsowclcd ^ tlmt '. ■ is >; to /Jsay, 

itTioreythaiv't^o;;:to’;&^ Beneath \this 

average gbihg as; 

i^iginhs OOjpcr; Ccnt.'in certain districts, whilb; 
af ^we/tako tha^ of crowding upon a 

"certain arcbrtktit is to say, twenty-five people 
to On acrCi tlic great cities show districts where 
tliafigh above three hundred persons 

f^-iitdrc^ acre.- Tliorc. is a close connection 
between the housing problem and that of 
■;'pBy|r.ty, for tlie industrial change -whicli has 
Vmade Vthc, great city and has compelled the 
: Syorkman to live near his work requires him 
‘ to live upon land which is rapidly growing in 
lyaiuc. The poorest of the population are 
often living upon some of tlic most valuable 
!; city land, and in %'icw of the distribution of 
; income this is only possible by tbe method of 
overero%vding to the acre or to the room. The; 
flats of Glasgow, and the “ baek-to-bae.^ of 
Leeds were well-known local types of jfousing. 
i A definite attempt to deal with thc^gacy Of 
(the past in this respect \vas bemn im the 
: IHousing Act of 1890, under wMch cither: 
; ; large or small unhealthy areas couljl.bc cleafcd 
;;Oni condition that the people wj^c 'rehoused^ 



98 THE EVOLUTION OF INDUSTRY 


but later inquiries sliou'cd the need for fuller 
measuies of dealing ■with this problem, and 
it became, at the end of the first decade of 
the twentieth century, the duty of a munici- 
pality not only to clear its unhealthy areas, 
but to consider and plan the future grovrth of 
the city. The need for betterment in this 
respect was specially impressed by the results 
of inquiry into the mortality of infants and 
the physical condition of the people, for it 
was found that the greater part of the respon- 
sibility lay in social circumstances rather 
than in hereditary influence. Nearly 90 per 
cent, of the population is bom healthy. No 
inherent tendency ensts towards a pro- 
gressive decline in the standard of physique. 
The adverse influences upon health, which 
make it necessary for the city to call upon the 
country for a renewal of its strength every 
generation, were found to be mainly due to 
avoidable social circumstances. 

As the most valuable investment to which 
spcnal schemes can be applied is in the health 
mnd training of the cluldren of the nation, 
this problem pressed specially to the front 
during this period. At the end of the century 
it was found that one in five of all the deaths 
■which occurred in the nation was an infant 
less than twelve months old, and that the 



V'» o/v-if? • ■ * ' > f >i 


loss of ; life vrithiii tiie months 

was far above the normal or expectable 
/ariibtint, since all but 10 per cent, of the 
people are born healthy, and the evils from 
;which this margin of 10 per cent, suffers 
heed not be fatal. It has been reckoned that 
a loss of forty out of every thousand infants 
bom would be normal under present condi- 
tions, but the end of the century saw an 
average rate for the whole country of more 
than four times this amount, and efforts to 
cope with the evil were not shelving distinct 
marks of success. The degree to which this 
result was preventable was shown in many 
ways. First, by the great local variations; 
certain counties, especially those where mining, 
textile, and pottery occupations were promi- 
. nent, had mortality rates twice as high as 
, some of the rural counties of England, and 
these local variations were so permanent as 
to indicate that certain industrial factors were 
closely connected ^with this evil. Again, the 
success which has attended the efforts to cope 
with the problem since 1900 has also shown ho w 
great a price was formerly being paid merely 
for public or private neglect. Thanks to the 
Notification of Births Act, and certain private 
schemes which preceded it, as well as to the 
stitring-up of interest by the National Confer- 



ences of 1906 and 1908, the average rate for 
England and Wales was well reduced in fenf ; 
years, from 1G3 to 109. And, again, it U'as r: 
found that, wherever the mortality at early,; 
stages was high, it continued high through^ 
succeeding months and years, and that dis- ' 
tricts which paid a heavy cost in infant life; 
paid also a high cost in child life and the life: 
of jmung people, as well as in illness and had ' 
conditions generally. In fact, the evidence.; 
showed that there were certain results of ' 
industrial life which increased the whole; 
human cost of production of goods, but bore; 
with such special severity upon the youngest;^ 
and weakest that the infant mortality rate : 
could be taken as an index to separate the!;- 
black spots of the country from those which ; 

of the people was not itself a satisfactory 
explanation of these results ; on the contrary, 
the national loss from this cause has been:, 
least of all in those districts where least wages ;; 
are earned, such as Ireland or the agricul- 
tural counties of England. It follows that, 
though the poorer parts of a city pay this , 
.,,^rice more heavily than other quarters, it is;, 
not to low earnings alone that we must look \ 
for the explanation. There is an evident:; 
(influence of poverty upon this problem as >5 
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there is upon the housing problem, lor poverty, 
as we have seen, makes for crowding in the 
cities, and it is known that the circumstance 
which is most fatal to infant life is the amount 
oi crowding to the room. Under city conditions 
of life, therefore, certain results tend to follow 
upon poverty which do not follow upon it 
elsewhere. The precautions which are neces- 
sary, especially in connection with the arti- 
ficial feeding of children whose mothers are 
at work, cannot be obtained when the degree 
of crowAng to the room becomes considerable. 

There has also been a very remarkable 
development in inquiry and legislation for the 
protection of children .at school. Perhaps no 
part of the system of life has been given such 
careful attention in the last thirty years as 
this. Four distinct ideas can be traced in the 
policy of recent cliildren’s legislation. There 
'has been, in the first place, a movement to 
extend the minimum period of education, the 
legal age having been raised (except in agri- 
cultural districts) from ten to twelve between 
1876 and 1899. Tire exploitation of child 
labour in industry had already given us, as a 
result of the Commissions of 1848 and 1866, 
some of the most terrible disclosures recorded 
in any official documents. The reasons for 
further advance along this first line have been 
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the realization that the minimum legal period 
ot education covers, in many cases, the -whole 
educational opportunities of life ; that no 
child is fit to choose a trade at twelve or 
thirteen ; that his own tastes at such a time 
are quite likely to be mistaken or unformed; 
that he has not the educational capital which 
•will make for ambition and self-confidence, 
and that therefore he is liable to make a dull 
acceptance of the routine artisan life without 
the interest to join later in movements for 
further education. And to these considera- 
tions there has been added very recently 
the results of medical inspection of school 
cliildren, showing in 1909 a “ formidable 
category of disease and defect,” which means 
“ a large degree of suffering, incapacity, and 
inefficienqv.” From the new powers which 
have been given to deal -with this, it is not 
desirable that children should be too soon 
removed, and we are now, at the end of the 
third decade of the twentieth centurj’-, in the 
midst of a movement, supported by many 
different inquiries, whose aim is to give up to 
at least the fourteenth, and if possible the 
fifteenth, year of life for the building up of the 
personal capacities upon which forty or fifty 
^years of industry depend. 

In the second plkce, there is a desire that 
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education itself should be made more fully 
a charge upon this minimum period. A 
remarkable inquiry of 1899 showed that wage 
earning was a keen competitor of education 
in the ease of even yoimg school children. 
As much as fifty hours a week might be 
worked, mostly in casual occupations, for 
sums from sixpence upwards. By the Acts 
of 1903 and 1908 school children vere pro- 
tected .'igainsl anj* occupations injurious to 
life, limb, health or education, against exploit- 
aiiou for begging or .st reel trading, and against 
employment at night, and powens have been 
given to fix or to limit the hours of wage- 
earning occupation for children, m the interests 
of their education.^ 

Thirdly, the idea of education itself is being 
widened in scope. The Act of 1906 brought 
physical maintenance within the meaning of 
the word, and in 1907 not only did medical 
inspection become the duty of local autliori- 
ties,' but they were given “ power to make 
such arrangements as may be sanctioned for 
attending to the health and physical condition 
of children in public Elementary Schools.” 
Play centres, clinics, school nurses, vacation 
schools, open-air schools, and the whole 
organization of Care Committees are plans 
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upon tfhich public money may novr be 
spent in the name of education, which is no 
longer limited in its idea merely to adequate 
instruction. 

Lastly, the care of children includes the 
policy of providing, at the end of the school 
period, a connection between education and 
industry, and of maintaining this connection 
after industrial life has begun. This step 
has been taken partly in the interests of 
industry and trade, in order to pro\'ide a 
greater national efficiency in technical pro- 
cesses, and partly on the more directly human 
ground of preventing the drift of children 
leaving school into the unskilled occupations 
which lead afterwards to the problem of the 
residuum. Even at the present time three 
out of four children, at the critical ages 
between, ionrteen and sixteen, are vmdeT no 
educational care whatever, and are entering 
upon industry without the specialized training 
which modern industrialism is constantly 
maldng more necessary, and which might 
influence them in the direction not only of 
efficiency but of ambition. Largely under the 
stimulus of foreign examples there has been 
a great development in the opportunities for 
technical training at Evening Schools, and in 
the provision of a public organization to assist 
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,in '1;heV«lVpice;;6f: 'ehiftiSy^ 
dating /from , .• . 

A new energy has also been given to the 
study of sever^ aspects of adult industrial 
iifev We have seen that Giffen refers to a 
certain section of the people who have not 
•shaf ed in industrial advance as those who “ do 
•riot belong to the new society,” and we know 
that the problem of the residuum, as it is 
riaUcd, whatever it may have been earlier, 
is a Vast one even now. It was possible for 
Mr. Booth to report at the end of last century 
that in the city of London about 8^ per cent, 
■of the people were an absolute drag upon the 
life of the city. The Labour Report of 1894 
and the Poor Law Report of 1909 both found 
that this was one of the grave features of 
twinhx'ibxr. At wuuilf, sVr: iSbtrriV repunfeu", de 
ari absolute gain if this considerable proportion 
of the people of London did not exist at all. 
They meant a double cost, both because they 
could not maintain themselves, and because 
of the influence of such a margin upon the 
employment of those immediately above 
them. It is a class which has been fed by the 
deteriorating influence of city conditions, by 
degradation from higher ranks, by processes 
of industrial change, and by personal con- 
ditions, and suggestions such as Mill made in 

' ' ' D2 ■ ' ' 
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tlie middle of the century were-sthl ;^naccora- 
plished and repeated at the end dif it;- ; Soiiidj 
drastic treatment of this residue by vsome;; 
means wliich in 1909, as in 1850, was called - 
colonizing was felt to be the right policy]t»’:- 
adopt, and by colonizing is meant simply^ 
some method of removal out of the fidd of ; 
city life and industrial competition. Therdis J 
still a demand in the industrial system for up- 
skilled work. Labour of this kind “ belohgs tp 
the new society.” The fact which W'as moSt-;' 
full of meaning at the end of the century wak- - 
the existence of an absolute surplus or human; 
residue, which was pauper in fact though hptv, 
in name. The many sources which contribute, j 
to this drift have led us to look at industrialism : 
as a whole on its labour side from the point of 
view of preventive organization. How far: 
can any forms of municipal or national i 
industry be used to lessen those fluctuatabhu 
of the market which degrade personal sldll 
and amljition through insecurity of work fi 
How far can alternative occupations be pro- 
vided for actually increasing skill by opppr-; 
tunities for further training during such 
intervals ? itTiat are the actuarial possi- 
bilities of monetaiy insurance against such 
results ? HoW^much laboxir can be fitted to 
which it\ would otherwise have lost. 
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wirpugii: the ; organization vof; exchanges,^ and ; 
hmvr far ^ah', tins ^organization of 
iharket be caria6^ a “ market 

■fortlabour shall still be a field of personal ; 
hlipice, and not merely the public ordering of 
demitnd and supply ? It was only in the; 
^ecade before the War that these problems; 
were placed on lines of solution. The per- 
ception of possibility is so great that these 
;(iefeets are now more keenly felt. As we 
baVe seen, it has been one of the marks of 
progress that the quality of occupation has 
risen, even though the demands of the new' 
fpirm of life have risen also; and with it 
the ^andard of judgment upon an industrial, 
.residue created by a system out of persons 
has become more severe, even if the absolute 
amount of the residue becomes normally less. 

‘ Certain economic conditions especially 
affecting the employment of women were 
Inquired into by the Royal Commission on 
Sweating and by more recent Committees on 
Home Work, and on women’s position in 
industry. The class of the commrmity affected 
by these conditions is scarcely in the position- 
of a residue ; like unskilled workers, they hold 
their place in answer to a real economic 
•demand. They furnish the elastic margin 
of many industries, especially some which. 
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stipply cheap goods of uncertain deW^ 
The distress of this class is due largely to the- 
easiness with which occasional workers i can 
enter into competition with it. It is pot 
protected through special slcillj and it 'is 
further disorganized through being employed 
largely outside the factory, so that coniinpn 
action is rendered difficult. But the rbain 
economic cause of the distress which is impli^ 
in sweated conditions is the competition, vpf 
manual work Avith the machine. This takes 


place in one of two ways. Either wages have 
to be kept very low, in order to prevent ife 
displacement by the introduction of machinery 
■p it claimed a high rate; or machinery: hps 
already been introduced in the mill which 
fixes, on the basis of a large output per day, 
: :the price of each article supplied; the manual 
• worker must accept this price, but his or her 
output per day is necessarily much less than 
that of the machine. We have, in fact, in such 


forms of industrj' a relic of hand or domestic 
; ; industry which has survived the centmry and 
: lingers on round the margins of factory 

s employment. Our inquiries have found that 
■ the earnings often go so low as to make it 
>X-^^tter to starve vwithout the work,” and the 
of creating better conditions is one 
3l^re extreme cautiVrn is required, since the 
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^osition^bt Cis:; so: insecure.; The 

Question which lias had to -b is whether 

aiiy Torm ot work which implies the hours and 
conditions and strain that accompany sweated 
lahour can be worth less than a certain 
thinimum; whether for want of organization 
tliis class of labour is being paid less than its 
efficiency wage. With extreme caution tlie 
Trade Boards Acts were established to create , 
ail organization which will make minimum 
rates of pay in certain of the worst trades. 
Should it prove that these minimimi rates 
■sviil displace the hand labourer by the 
machine, or diminish the industries as a 
whole, we shall have another contribution 
to the problems of transfer, mobility, and 
industrial training which have proved among 
the hardest to solve. 

11 

The first of the principles which may be 
smd to underlie the legislation of this period 
is that of personal right and personal value : 
in industry. We have seen that the groyrth - 
of organization and of the magnitude of the' 
industrial structure is liable to be regarded; 
as in itself the end of human effort, and that 
especially when industrial complexity has 
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become very great the relation of the whole 
process to the end which it is meant to serve 
becomes more difficult to see. Both machinery 
and joint stock have been influences tending 
to increase the separateness of the worker from 
his emploj'er, just as the various forms of 
division of laboiir separate his work from the 
products which he himself wishes to use. 
This question of the personal factor in industry 
may best be judged by making a comparison 
between industry and two other aspects of 
national life in which this factor counts for 
more. 

The tendency of public thought on industrial 
questions has been much affected by the 
principle of what is called the “ long run ” and 
the averaging out of results. For example, 
the fliietuatlens. whieh <aeeur be re^grrded. 
as movements which, on the whole, balance 
each other, there being at one time a period 
of great prosperity, to be set off against a 
period of great distress later. This point of 
view implies that things are looked at in the 
mass and that small variations are cancelled 
out against each other. In the same way the ' 
problem of employment, of adjusting the 
labour supply to the work to be done, may 
be regarded as one which works well on the 
whole, though there are incidental disadvan- 
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tages to individuals. Or, ogaio, it might truly 
be &aid that the influence ot inveniion in 
displacing labour was ior good if we took a 
long view oi all its effects, and 'that the 
thsplacemcnts which it causes are incidents 
bearing no doubt severely on individuals, yet 
incidents in a forward movement which ulti- 
mately contributes to the general welfare. 
The influence of Darwin has given great force 
to this method of reasoning in social evolution ; 
he ejtalts the type or the system ns against the 
individual, and while the great structure of 
industrialism was being built up the current 
of social thought was not strong enough to 
combat this attitude. 

Now if we compare the legal or the political 
aspects of life with the industrial we find 
standards of a different kind. The point of 
view is in both cases intensely personal, and 
the argument of the “ long run ” is not allowed 
to exclude personal rights and values. It is 
felt in both these cases that the person is a 
claimant who must be listened to against the 
whole system to which he belongs. An injury 
to an individual is not regarded as simply 
incidental to the organization of a system. 
As an example of this in the political sphere 
we may take the celebrated case of Don 
Pacifico in the middle of the century. He 
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vras ft naturrdixid British subject suffered 
injury in a disturbance in Orcece, and he 
presented a claim for cojojwnsalion^ 'Oie 
fact that ft civil itijury had been done to him 
in the midst of n disturbance nbroad v^as not 
tejrarded as incidental, or as one of the things 
^•fhich are always liable to happen and which 
must be taken ris they come. On tlie con* 
trarj*, although he was not a subject of whom 
the coimtry liad any reason to fae proud, his 
claim was taken up and became the centre of 
ft famous international dispute. In order to 
put right the injury done to him, tlie fleet was 
ordered by Lord Palmerston to the Darda* 
ncllcs, and tins case was felt at the time to 
show that all the resources of the country were 
held ready to vindicate the political right of 
an individual subject, even, if need be, at 
the cast ol war. The grcat speech of Lord 
Palmerston, as Prime Jtinistcr, was delivered 
in vindication of this policy and point of inc%v. 
Or, again, if we turn to the legal sphere, 
well-known cases exist to show the same thing. 
Captain Dreyfus was an individual French 
soldier who was believed to have suffered a 
legal injury, and the same has been true of 
many individual cases m this country. No 
argiunent that injurj- of this kind is inci- 
dental to the worldng of a legal system would 



liayc been/imainteincd. claim 
dgainSt the whole system of French military 
jaw was felt to be so strong that it roused a 
passionate interest in the whole of the civilized 
world. The law in this way is strongly 
personal in its standards and point of view. 
>?:NoW it is this point of view which has 
become definitely conscious in industry since 
the last part of the nineteenth century. The 
working of the industrial system is known to 
inflict injury and damage upon individuals, 
and we arc tending no longer to average out its 
results or to balance the loss of one individual 
against the gain of another, but to take the 
same attitude toward the right of, for example, 
one person tiirown out of work as was taken in 
regard to Don Pacifico or Captain Dreyfus. 
Conditions which tended formerly to be 
considered in the category of misfortune are 
now being regarded from a different stand- 
point, wdiich perceives the existence of certain 
social rights, and therefore a field for the 
administration of a social j usticc. Legislation 
■is therefore tending to watch closely the results 
;of industrialism as they bear especially on the 
■residuum or on labour temporarily displaced, 
or upon reactions of tlic whole system which 
beset the industrial life of workpeople. 

J f A second aspect of this recent movement is : 
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its new attitude towards the idea dl property. 
Economic standards in this respect have' been : 
of what may be called an “ externa! ” kind, that 
is to say, that in measuring the wealth of ia - 
country it has tended to regard as wealth the ; 
external and material goods which are dw'hed ■ 
by the nation or individuals. This way of 
regarding the wealth of a nation tends towards ; 
ease of measurement, and economics " hasj; 
usually defined wealth so as to exclude . 
but material goods and external advantages/ 
belonging to individuals. 'C'ri’Mt 

The attitude of the time, however,. is,; pne^ 
which wishes to take what may be called the 
“ internal ” wealth of the nation, that is to sdy»'V 
the qualities and capacities of persons, as of^ 
the same rank as the external, and this means, ; 
two things. It means, in the first placcV tlie :; 
concession that these capacities and qualities ^ 
must be guarded in the industrial system and 
must be legislated for; and, in the second place, ; 
it implies a claim that the State has a right;; 
to supervise and control the use, by the; 
individual, of such qualities and capacitiesii . 

: Mill held that there was what he called .ah% 
“inner circle” of the life of an individual;: 
within which the State ought not to intrude/: 
but it is just this inner circle which the State- 
is tending more and more both to protect andi 
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to supervise. This is seen not only in the body 
of new legislation which regulates the develop- 
ment of such capacities in their most critical 
period in the case of children, but also in the 
tendency towards greater compulsion in the 
case of adults, as shown, for instance, in 
the insurance scheme and other aspects of 
the proposal to organize the labour market. 
Both Mill and Macaulay had pointed out that, 
in the words of the latter, “ the security of 
property is the basis of Western civilization ” ; 
and when this idea is applied to property in 
its personal reference it yields standards of 
duty both from and towards the individual 
which have come to the surface of public 
thought in this most recent period. It is one 
basis of the claim for a “ right to work.” 

Thirdly, there is the idea, of minimum con- 
ditions. This is an idea of industrial distri- 
bution which results from certain obvious facts 
of production. Industrial complexity is so 
great that it is now almost impossible to give 
exact meaning to the expression “ the product 
of one’s own labour.” In the days of handi- 
craft, when a craftsman might produce an 
entire article by himself, place it on the 
market and receive the price of it, it was easy 
to estimate the value of his own work, but 
with the subdivisions and inter-connections of 
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modem industry it is extremely 
trace that part of the market value of jgbpds ; 
which is to be imputed to the workman;' who| 
is responsible for perhaps only a part of jfe 
part of the product. In other w’ords, siuce| 
the creation of material wealth has become j 
highly social, the efficiency value of the labpu^: 
of the individual is difficult to reckon. It l.sX 
possible for economic theory to fix limitSj^pn^ ■' 
of which is set by the estimate of the employer-; 
of the net difference to the value of his output < 
which would be made by taking on or ffisr/i 
missing a few more hands ; while the other;, is5 
set by the minimum conditions upon 
that grade of labour is able or willing to 
Between these limits there is room for bargaih'' 
ing, but this theoretical determination of the; 
value of an individual’s work is subject to W® 
difficulties; the first, that the price reffii!^; 
for the products of a firm depends largely upph- 
the government which controls the labour arid 
the marketing, so that labom of the satriC; 
efficiency may receive a less reward if th^c 
is any fault in the management, for which: 
it is not itself responsible; wliile the second; 
difficulty is that the idea of personal efficiency 
in industry is one that docs not refer only , to. 
the skill of the worker. A worker of the samp; 
skill has a different efficiency, reckoned 
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money, according as prices on the market go 
up or down. On grounds of this kind, and 
largely also because of the great complexity 
under which, at the best, a theory of this kind 
has to be applied, the idea of minimum 
standards is being made great use of, on the 
part of the State, with regard to the lowest 
grades of labour, and with regard to all grades 
by the organization of wage bargaining and 
the supply of public services in the way of 
health and education. Industry, it is realized, 
is a circular process in which the original 
producers, taken in the mass, are also the 
final consumers; but the tendency is to give 
rigidity to a certain part of this circular and 
elastic process and to require that the rest 
shall adjust itself to this fixed standard. 



CHAPTER V 


THE QUESTION OE THE SYSTEM 

The movement whicli ■we have traced* hi 
the last chapter may be described as the,'' 
endeavour both by the la'w and by organiza* 
tion itself to make the system of industry 
■work to the greatest advantage of the people/ 
and its results, as we have seen, have been in 
fact to create a continually growing social 
betterment. But it is necessary now to 
consider the nature of the system itself, 
since a definite line of criticism and agitation 
is based upon the idea that social evolution 
cannot rest until the system itself has been 
altered. We have to consider, therefore, in 
this chapter, the nature especially of the 
employment relation, the influences which 
it creates and maintains, and how far it may 
be said to be responsible for a permanent 
condition df the people which may be justly 
criticized from the point of ■view of democracy- 
We find throughout the literature of last 
' 118 
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sjentu^’: a contiiiual'rectirrence to this funda- 
mental iiss^^ within the system 

lias not .tieeh ielt. to be enough, improvement 
jof the system has been advocated at every 
^s^ageijiiot only by popular agitators but by 
■ kaders of thought. 

John Mill, for example, in discussing the 
fcpftditiOn of the labouring classes, referred 
^tO;a:; *‘ standing feud ” between labour and 
capital, a “ division of the human race into 
:^wo!:;hereditary classes, employers and em- 
v^lpyed V; and he uses at a later stage of the 
largmhent even stronger words when he says 
' that ;** If the bulk of the human race are alwaj's 
: tb reihain as at present ... I know not what 
,;tnere';is which should make a person with 
Lphy capacity of reason concern himself about 
;|tbe destinies of the human race." And, again, 
;:*bIJ;cannot think that they (the working 
Xelas^es) will be permanently contented with 
?lhe ^condition of labour for wages as their 
:hltimate state.” The report of the Royal 
* ^mmission on Labour at the end of the 
Century refers to the same problem when it 
motes the “ widespread feeling of dissatis- 
; faction, at any rate in theory, with the relation ^ 
between employers and employed in the 
yshape which at present it usually assumes.” 

^ ^ W therefore inquire what there is 
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iir thE relation of . employinentvw^iiu^|| 
statements of this sort and 
agitation for a change of ^ 

inquiry goes to the root of the 
which has been established in the mnjeenfe 
century, and it is closely 
many proposals not simply for the 
ment of associations within industry, 
associated industry in a fuller sense 
word. In their completest form these 
pbsals constitute State Socialism--a 
fication of employment based on the 
appointment of industrial administrators^-^! 
merely on public control of them. 7 ’ ^ 4$ 

"When the great industrial change;' 
place, the relation of employer and empl^u! 
seems to have developed as a matter of 
;^e working classes were at that time without 
"any organization which might have eiiahled 
' them to bargain for any other systena, or to 
.. support claims of their own, in which .the 
capitalist employer might have been ,disr 
j pensed with. The change may be shortly 
{Summed up in the statement that the 
'became the industrial; unit for the productioh 
of .goods, so that in ^he great industries - of 
:!the country the indi^dual producer 
.draftsman or a domestic worker lost hi^ 
Status. As things are n^jW it is only the 
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^hich has complete 

and the for 

century, especially ^ empha- 

'Umited liabilitj^ has confirmed an 

“a” firm” itscH ‘trf act 

stability aad to'‘y L industrial 
ijfell grounded. On the co i . ^ tendency 

development has proceeded, 
has beL to make idaas ol tos =f Snee 
“able to the facts. T er gt^nicture 

of personnel in the typu^ i nonital The 
■on the side of 

method by r-bich Cm one 

companies can be tran supply 

persL to another causes ^hc suppiy.^^^ 

capital to firms to be of a ve^ 

v^hile the supply oI “ov shorter 

notice TThicli has tended to f^^^itions of 
. through the century, owing the 

the market. There is great the 

side of both employers j/ in its 

-permanent feature of the ^ labour or 

management rather found that, 

capital. It would P’^o^ably be^fou 

if a comparison were made uareholders 
0 , time between the -orkera and sh«^ 

■! lomt-atock company, the 
be m many cases more perm 



latter; so that, through .the -hianageih 
the labour would employ, thb chpitiil rather, 
than the capital the labour. ' ' '/J 

The relation to which attention must first 
be drawn in the structure of tlie firm is that, 
of employment. This cannot be regarded os', 
simply a case of the sale of labour to. ^ 
employer. Labour is not an article, 
is created and then sold. If it were;;] ,the| 
workman would be in a far stronger ppsjtio^ 
than he is, since he would be able to accumu% 
late stocks of the commodity which he ma%si,- 
and to hold out for the best terms. Labo&/; 
is a relationship and not a commodityvi/:cItj 
only exists in the act by w’hich it is soldi hhjij 
cannot exist unless there is access to- ihbj 
. fixed capital of manufacture. •; 

, A complete partnership in industry 'womd;; 
imply s6Vne equation betw'een a pouridlbh 
capital anc?\.a day’s work, on the basis ,-'ph 
which the inc(^® of o. business wouldybe? 
divided. IVith s^ many grades of labour, 
this is a remote j^ssibility. As things ;axe;: 
-each side takes th* risks of its own.fubb^; , 
tion ; capital the of loss or deprccihy} ;: 
fion, labour the ris^ of employment. TliisV 
^ct, that each takcF risk of its.'.owhy 
paiction, does not (A^'oide anything ,as‘:’to,? 

’ , L. 1 over the business as a whole. 



QUESTION OF THE SYSTEM: 128 

remains a problem, of . ;:prdcticai ethics or 
equitj’. But: siriceitKe-subsc of. capital 

must coniC, first, ::c^ the predominant 

characteristics of initiative and enterprise, 
and its relation to labour is one of bargaining. 
Bargaining is, of course, on both sides, a 
mark of freedom ; slaves do not bargain. 
But capital retains a position of leadership, 
tfom -which many results follow. 

' In the first place, there is the effect upon 
.%yh^ may be called “ reserve.” Partnership 
iii means that when one’s own 

lalipur:^,^ not employed, income is being 
catned; tlirough one’s interest in the activity 
bfrithe/ whole corporation, or additional . in- 
■cphie:^irhen one’s labour is being employed. 
Ybe fact; that labour is not a commodity but 
.M/actiyity creates an obvious need for re- 
iserve jpf this kind, since worlanen cannot 
^tcumulate stocks of labour in bad times. 

tEose who are paid off at fixed rates lose 
jtlv^eby •; any such interest in the corporate 
the firm. Again, the legal o-wner- 

accumulated stocks of goods 

;whi^' a firm is vested on the 

ifippldyers’ or capital side of the structure,' 
jS'Pd this holding of stocks in reserve through, 
slkeE m greatly enhances the waiting 
i^papital. It must be remember^y:: 
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too, ia tliis respect, that the need lor reserve 
on. the side of labour is made still greater, 
since the -worker cannot distribute his earning 
power as o-wners of capital can. He can 
work for onl}' one firm, while the o-wner of 
capital can distribute his earning po-wer over 
many firms, not only in the same trade, but' 
over all the industries of a country. 

It can, of course, be held that the -weekljr, 
rate at which labour is bought off by the 
government of a firm is fixed so as to cov^ 
ups and downs, and so that enough can be 
saved during the time of employment to 
create a reserve for times of unemployment. 
We shall see later that a general admission 
has been made that this is not the case, and 
it would be the case only under conditions 
of equality in bargaining in which reserve 
itself plays a very important part. 

In the second place, this relationship affects 
the initiative and therefore the po-wer to 
obtain credit of those who are employed. 
Employment means that they follow a lead, 
and cannot on their o-wn acco-unt undertake 
an enterprise, while the holders of capital, 
even if an enterpnsefhas turned out badly,^ 
can, because they arl, initiators who give a 
lead to industry, obtain credit for a new start. 
The tendency of the relationship is to throw 
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icsavc and toittettyc S'; 

inenl gocs-on «PP“ if 

„:,a one ot *<=”*“";" * iuS is this 

aolion'ol the provision j 

end ol the create 

■which belongs to a class 

a reserve oi their own ^ corporate 

not participate in the results 

activitv ol a business. cV,nws itself 

- Anoiher nspcet °t 

“when we consider the differen Under 

plojTncnt which exist withm ® ^ 

|e government oUhe ^mreWdem toe 

is carried on by a staff, par earners, 

and part of ^vhich consists of wa ^ 

‘The distinction between these 

difference in method of paynmn^ 

sponds to a difference m vi'hich is 

A., salary is a fixed It is of 

paid over a long period of 
the essence of w’ages that they P 
short periods of time. ■ does not 

An employee who is paid qu* ^^^^gi^tion of 
stand to lose for even a , ^.j^e terms 

worh; he is carried through th y 
of his employment. ?»%^^®,^inate it, axe 
of service, and of notice to employee 

^monthly, weekly, daily or hourl) , 
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stands to lose for Sorter ci^atibrisiof ;i-wdTl£;j 
Any one who is on hourly terms loses for idle 
hours, or has security only from hour to hour; 
while those on weekly or longer terms shave a 
longer security, and are carried through 
intermissions of rvork. Now a great charkct^rj 
istic of the wage relationship in res^ch^hfj 
wages which are paid by time is a ^pmrig; 
exactness of adjustment of wages to wor^ ’Sp 
that lor the shortest cessations of work theto 
are at once cessations of pay. The n'age,-]th?,| 
is to say, partakes less and less of the nat^fi 
of a retaining fee, and it is in this respect 
that it differs from the salary. This -toshlt 
is, of course, obvious in the case of piecework*: 
The Labour Commission of 1894 calls; aitoiij 
tion to the fact that the factory system -tos 
developed this careful and jealous me^r^ 
ment of work against pay. “ In ve^ifCir 
instances,” the Report says, “ does the ;iega! 
and customary notice on either side exceed 
a month. More often it appears to be hMted 
to one or two weeks, and in many casfes»: 
especially in the case of unskilled, labour, 
a workman may be discharged or leayd ; hls 
occupation without any notice at all.”, R 
earlier times, they gc.on to say, legal ■engage- 
ments were for longer periods — “ for : a ;:yeai 
at least,” but after th^ factory system “ shp^ 
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lititicci to suit the fluctuations of trade, appears 
to have arlscu in the interests of employers.” 

Now the distinction thus made between 
one class of employees — the salaried staff — 
mdithe: other class of wage earners is not 
m ar^^ one if we accept the fact of the 
Sihployment relation. Salaries are paid over 
a Sldnger time because the work for which 
Uiey^ard paid extends over a longer time. 

, not a repetition of one process. It 
Mphes the planning of a scheme for the carry- 
ing ^out of some piece of work which is only 
coinpieted in a month or quarter or even in 
n-;Yeaxl> On the other hand, the w'ork for 
.W^ch * wages are paid docs consist very 
largely in a repetition of processes wliich occur 
6y^ and over again, which can be carried out 
vby.’oh® person to-day and by another person 
tq-morrow. 

■ic B when we consider the influences of this 
flistmetion upon the wage-earning classes, it 
becomes evident that their status is strongly 
Affected by them. They constitute a less 
ibted part of the firm than do the managers 
nnB salaried staff and foremen. The effect 
,ipf 'a depression in trade will be visited on the 
■wage-earning part of the firm some time 
ibefore it will become necessary to dismiss; a:; 
: !fqreman or a manager. The labour" imt, is| 
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large and fluctuates : easily, and therefore it’ 
tends to be paid over very short times, so^^ 
even short changes in the market hre;f eh;h|j|^ 
■wage earners. It is clear that tins fact, 
regards the structure of a firm, adds 7 to;,ti%^ 
problem of reserve and insecurity, sohhudig 
so that an investigator to the Poor 
mission has suggested as a possible definition.^ 
of the vrorking classes — “ Those to .x-ijvho^s 
the Poor Law is a constant possibility.^r^ 
Add to such facts the spirit of demoCTa^;! 
and we have a statement of the problerajiOlfj: 
employment — an insecurity of status,';. 
the government of other people, A phra^?'^ 
of the time is indeed the double complaifit 
labour — out of employment because o^^anf,-',; 
•. in employment because of aspirationi^.;;;^^^ 

■' unable to get work, even or except on terins^ 
to which you object, fairly defines the con-| 
dition called “ unrest.” 

By more than one method a remedy 
sought fo^ the gap in the structure of the -firW; 
whereby labour is excluded in the . 
case from; full corporate rights. The fiire.$ 
method is that of co-partnership, which -stands 
’.for an attempt to make workpeople ^shfi?' 

. holders, and to overtake, by a gradualhmlfiioS 
\up of this ^’stem, the long start ■which ;^pi^!.'‘ 
. isni has obtained. Of this methodinnd bf 
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i^eaker system of prqflt-sliairing, more ■must 
:bf nitist first be said 

aud of the force 
;;q| tlie i^edt developme which has taken place 
; ra -TKcyb power of labour through 

^Trade Unions. This gives an influence upon 
:%qyeMnehli not a share in goveniment; but 
;|tho Influence has become one ^Yhich extends to 
•imhnY « the organization of the firm, 

represents a degree of working-class 
^bptitrql over private industry which is exceeded 
^ptdy in bhe Co-operative movement. 

shows more clearly the imperfect 
tdfegrcc'bf association which the firm stands 
;:d6pitbariL the nature of this bargaining rela* 
■tidii?fpr it means tiiat the loyalty of tlie era- 
ipldyeefof a firm is due in the first instance not 
Sto nis firm, but to his labour organization, and 
rtbis -prior claim stands out at once -when, on 
.^the ioccaslon of a dispute between employer 
; and - ieniployee, a third party steps in — ^tbe 
; Kade. U organization — and takes upon 

;itse!f ; the settlement of a question which has , 
•arisferi Aritliiu an organization of which the 
;|Tnide secretary is in no w'ay a mem- 

JfeV vSEersonal questions, or questions , of" 
Idetoilh^tHin the firm become, for this reason; 
:;,qbestiqhs of principle. The whole body ot 
Jl^pux^plbycd in a trade becomes a party/ 
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to each such settlement/ and thereby sets a 
claim prior to that of the firm oh the loyalty : 
of the indiAnduai employee. 

But the development of hargaining 
^ven it an influence not only upon qxi^tionsJ 
of -vrages, but upon other matters of goytih^;, 
ment. There is involved not only a fixing of|; 
standards of pay and a jealous tratchfiilness? 
over every variation from the standard/i 
extending to the minutest details of 
but also such larger questions as the amduht/ 
of continuous vrork vrhich may be done ;hy 
individual employee, the intervals v’hich mhste 
elapse between one shift and anothefii.the"' 
number and even the class of men whpmustf 
be employed in carrying out a piece of otv:dr|i I 
the manner in which work shall be arrang^ ' 
in a slack period, the proportion of youthful:] 
labour to adult labour 'wlfich may be .thken.v 
on in a trade, and the methods of propedihe^ 
which shall be adopted on the occasion; of ;■ 
any dispute. All this means a controlxover.j 
the internal organization of a business whmE] 
givK, though in a limited sphere of adrainiK, 
tration, many of the results without the form' 
of participation in government.’^ 

, By successive stages the claim of labour to 
: . . -ose such conditions from vrithont has been 
. ‘ «• the Hej^ in Cd. 6CGG^ -. - .: 
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fitst tolerfttcfJi' .thefi'iapiyro^^ • 

recbramencled. ' The fcsults o£ Stiteh'orgahijiri* 
tibn .by the end o£ the century were such ag 
to draw from the Royal Commissson on 
ijahbur the conclusion that, “ Just as yi 
mbdern war between trvo great European 
Sthtes, costly though it is, scem.s to rcpresoixt 
a higher stage of civilization than the incessant 
loEal differences and border raids w'hich occur 
id: times or places where governments are less 
stroTig and centralized, so on the xviiole an 
pccasional great trade conflict, breaking in 
upon years of pence, seems to be preferable 
tp'Acontinual local bickerings, stoppages of 
iWprk, and petty conflicts. A large conflict of 
this kind is lusually begun with cool delibera- 
tion, turns upon some real and substantial 
question, is carried on with less bittemc^ and 
violence, is properly settled by a regular and 
Well-tlrought-out treaty of peace, and does 
hot leave behind it much personal rancour 
or ill-feeling between individual einplovers 
and their workmen.” Their conclusion was 
favourable to the trades where high organiza- 
tion, even of the form of an armed peace, had 
taken place, as against the trades in which sucli 
organization “xvas weak.. .'Stiliclnter the Poor .5' 
;Law Commissioners of 1909 at hast VltWiiUthlyS: 
Tccommended the formi^^ob';Trade Unioiw|| 
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- «specialiy among the iower. -grades; of .laboui'.^ 
And although in quotations; like; jthe^dhw^^^^^^ 

- attention is drami specially to tiie';MiIitant| 
industrial aims of Trade Unionism,’ it^^ 
not be supposed that this represents;;'theit 
main activity. Dispute pay is, in fact, dlmpst;; 
the smallest part of the outlay qf|^,;Trddd 
Unionism as a whole, and amounts i." to inn^ 
average of only about Is. 6d, in the pound of; 
their expenditme. The claim to an irifluepce? 
on the organization of business whicH . shiUk 
make up for the exclusion of labour 
direct government has been maintained* '.at 
so low a cost in strikes that only aboutipiih 

' dispute out of every seventy in tlie pre^iy??' 

, decade failed of settlement by voluntary 
public methods. ' i 

; The growth of such organization was im- 
peded during a large part of last century by 
both public opinion and the law, and 'there ’ 
is still much confusion as to the rights and 
; status of labour organization ; and this delay 
■in building up the system which was to japt ■; 
as a substitute for rights of government;;, 
nables us to take an historical view of ; the 5 
)osition of wage rates as they stand.-J-iA,.; 
heoretical statement of this position, as', we:,; 
vk.i,, seen, gives us limits beyond which, thei; 
■A ,jyer or the workman will not .gor^the:!. 
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reserve prices for labour. But between these 
liiiiits there is room for bargaining, and the 
rjuestion whether wages now stand nearer the 
upper limit ol wlmt the employer can give 
or the lower limit of what the workman will 
take is not simply one of present-day strength 
of organization, but also of the past move- 
ment of bargaining. It might, for example, 
be held that out of such conditions as pre- 
vailed at the beginning of last centurj'’ wages 
have gradually been raised as Trade Unionism 
has secured a stronger position, but that they 
have not yet been raised either to the level of the 
real value of labour in the State or even the real 
costs of the standard of li%’ing of labour itself. 
The explanation of actual wage rates would 
therefore bo as much historical as theoretical. 
Now it is a remarkable feature of legislation 
at the end of the century that some such 
admission as this has been made. It is 
practically granted by a great part of this 
legislation that certain costs, which belong 
to the workman’s standard of living, cannot 
yet be charged upon wages. In thcoiy, with 
full equality of bargaining power, the wages 
of a trade would stand at such a level as to 
allow for the uncertainties and risks and liabili- 
ties to accident of one trade as against another, 
but the State has come forward with schemes 
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which charge upon the revenue of the yhole| 
State many of the costs of living of the people,’;; 
such as education, provision for old age, 'and; 
insurance against sickness or unemployment--; 
That it should be deemed just to meet - thmi 
cliarges by schemes which are either partly ' 
or wholly non-contributory from the sidei^lr 
the worlonan amoxmts to a declaration -Hthat 
wages have not in fact reached, by the prbcess , 
of bargaining, a level which would enahle 
them to meet, by themselves, the full 00^:?.^, 
living. 

The number of public and private subsidies, 
which, at the present time, come to the aid- 
of wages is such as to amount to an import^ 
ant percentage on the wages bill, and whSi; 
Ave ask the question how the industridl- 
regime alone distributes the wealth of th^’ 
country we have not reached the end of the 
problem of distribution. The movement; of 
the period has been one in which national 
distribution, or redistribution, has proceeded 
along with industrial distribution,- there 
liaving been, especially since the last quarter 
of last century, a great development of the 
public services placed at the disposal of the 
working classes. These services, such ■as 
free education or old age pensions or the 
recent measures for insurance, are to 
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distinguished from other national services 
such as defence or justice, “which are not 
of the nature of subsidies to one class out of 
the general revenue. Supports to wages of 
this kind have as a rule been based on the 
principle mentioned above, that they are 
necessary to the standard of life, and that 
wages alone cannot yet bear the charges ; but 
it is also a possible view that the development 
of such grants in aid tends by itself to lessen 
the force of wage-bargaining and to act as 
a substitute for the more direct method of 
higher wage rates. One must remember, how- 
ever, in this connection, that the interests of 
the State themselves have been felt to be 
involved, and this ground is one of the best 
justifications for the method of subsidy, even 
at a possible cost in bargaining stren^h; for 
national grants of this kind carry with them 
powers of control or compulsion, and the 
State has a stronger grip on such sides of 
national life as education and health if it offers 
the service wholly or partly as a gift and 
requires that it shall be used, than if the 
provision of the service were thrown on 
individuals perhaps earning higher wages, 
out of which a definite reservation for he^tb 
or education might be more grudgingly made. 

In order to perceive the extent to which" 
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the distribution of wealth on its industriar 
basis aione is affected in this way, one has to 
suppose the abolition of all forms of subsidy, 
whether by subscription or institutions or indi- » 
%iduai gifts, as well as the abolition of national 
services in favour of the working classes. It 
is probably not an exaggerated estimate that 
these together amount to 15 per cent, of the 
wages bill of the countiy^ so that bargaining 
would require to force wages up by tliis 
amount if industrial distribution were to stand 
by itself. As it is, the rdgime which the 
nineteenth century has developed is one in 
which we must regard wages as a provisional 
payment to labour out of the national income, 
a supplementary distribution being made in 
the form of public services or of gift. This 
bears out what has already been said as 
regards the policy of minimum conditions. 
Only up to a certain minimum are we now 
able to reckon the value of an individual work- 
man s services to society ; and up to that 
minimum we make'him a provisional advance 
out of the industry he works for. Over and 
above that he i.s entitled to share in certain 
common goods, which stand for the less 
defimte addition which should be made to 
wages in order to raise income to the full 
eau^valent of work done. In view of this. 
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it will be seen that the' ihoveiTafent towards' 
political deiddcrae'.':«-tidtimcrcty to, 

hut is an itiseparahic part of, uidnstTjal 
democracy, - 

^ other method hy whtc it has been songlifc 

,t6;byercome the division between labour and 
capital within tiie firm is tliat of profit-sharing 
iiii any of its numerous forms. Schemes of 
this kind arc initiated from the side of the 
employer, and are always, therefore, a less 
democratic method than that by which Trade 
Hniohs bargain for a share in the surplus. 
Frofit-sharing has a history which goes back 
;'ih England to the year 1829, and England is 
not only the original home of this system, but 
•it has been also the chief sphere of experiment 
on these lines. The mark of profit-sharing 
is the allon^ancc of some kind of bonus tp 
employees, paid as a percentage of their wages. 
The typical case is one in which a certain 
riiinimum profit is first allotted to the ordinary 
capital of the company ; after and when this 
minimum rate is obtained a part of any 
additional profits, say a half, is paid to labour 
and the other part to capital. The payment 
may be made purely at the discretion of the 
employer, or it may be an obligation under- 
taken by him and implied in the wage contract. 
The essential is that the bonus is paid to the 

■ E2 
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employee simply ns an employee luul not ns ft 
slsareliohicr in tbc firm. Biit them mny^Fe; 
the intermediate case ia tvliich llib empBycr.' 
enables his workmen to obtain shares In the 
firm upon special terms which are open onty 
to his own employees, and thereafter phW 
dividend in the ordinary way upon these 
shares. Schemes of this kind stand behveen 
prorit-sharing and co-partnership. 

Since the first scheme of thi.s kind, under- 
taken by Lord tVallscourt in 1820, cvety^year ;,* 
has seen both new attempts and new fajiurcs.;,- 
After a luindred years, five hnndred and^? 
ninety -eight schemes had been entered; ihtT?. 
by private omploycrs, hut of tiiese only bhe 
half were still in existence. The years IfHti'; 
to 1018 were the most fruitful, ninety-five;' 
schemc-s having been begun in that period/; 
It, can scarcely be said, therefore, that'-hbv 
the open mai-ket of business any very great , 
'impression lias been ;mnde upon cnpitaij^’l/ 
by this method, sinct the schemes cxistiUg-. 
,in ,1928 included onl.r about 220,000 wdrk^;.; 
^people. Even in the market to which "hhll 
/shpuld specially look for the application '; 
;pf tins principle, that of Co-operative Trades;. ; 
itvhas not been widely used, only about/ 

' ’’. in. sei'en of all Co-operative Societies " 

, the "United Kingdom beinc retiirhcdk;; 
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‘as having any", prdfit-sharmg ’ .with their 
"j^mployeesi :ahd in ‘ the still more sympa- 
Sthetic market :of working-class Productive 
^Associations only one in three is returned as 
>gii^ng a bonus of tliis kind. But though the 
iarea of its application is thus a narrow one, 

; the idea has always been kept alive, and it is 
' df iinteresfc to consider the market conditions 
•^which have hindered its fuller use, as well as 
; the: most recent change in form which it has 
: iimdergone in the name of schemes for Social 
Betterment. 

: It is evident, in the first place, that profit- 
sharing alone not oidy implies the exclusion 
■/from government of the employees who benefit 
by- it, but that the payment of a bonus at all 
'may cease, whatever the efficiency of their 
:dabbur, by faults of administration for which 
they are not responsible; or even, in the most 
; typical cases, by results of administration 
Which bring the total profit of the firm down/ 
td less than that minimum amount which has! 
?:td be paid to capital before anything is paid to' 
wages. This fact, that the utmost efficiency of , 
labour may be cancelled by faults of adininis- 7/ 
f tration or by market conditions, tends , tp/ 
damp that extra zeal which it was hoped/;; 
^profit-sharing would induce. And again;/ 
' since: the average amoimt of bonus to wages 7 



140 THE EVOLUTION 

is about Is, in the £, the advahtageflsj 
not great enough to appeal to thh employees 
even if this were distributed to them in cashi 
and the appeal is even more remote- when, itf 
is not paid in cash but is reserved for some ^ 
form of provident fund. And what : ib1- the^ 
employers appears as extra zeal is apt to, -be; 
regarded by working people as speeding iPP-' 
In view of the fact that the loyalty of ' the ; 
workman is to his Union in the first placb^ut 
may naturally seem to him that extra benefit.' 
obtained in this way is purchased at the'^wstt 
of workers in other firms who do not obtaii^iR- 
bonus of this kind, and this was in facti^:the; 
ground upon which its failure is reportdd in- 
one of the best known cases of its trial. Trade? 
Unionism has also, on the whole, rega,rded; 
schemes of this kind with suspicion. Even ' 
though there is evidence that the bonus- has!' 
been m addition to and not instead of standard?; 
rates of pay, yet there is always the fear ' 
that the discipline of the men’s combination? 
IS rendered more difficult by special attach-V 
ments of this nature. Wage-bargaining ? 
^^veloped a spirit of independence and;^? 
1 ea. of industrial rights which do not seem: 
to mix well with those rival ideas of industrial:? 
and (philanthropic endeavour. 

^‘?cent :times the sharinc of the irains-of 
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busincpscs liJls^beeii carried : out less by 
■ihe -p^ fi boutis on bis earnings to each 

inctiylduai workiunii than by what might be 
eailM " common schemes,” through which the 
whole body of employees of a company are 
given the use of institutions or opportunities 
of ’a social or educational kind. This is the 
iticthod of Social Betterment, and it possesses 
many advantages over the more individual- 
meel; systems of profit-sharing. There is an 
advantage from the point of vieiv of mere 
economy, since a share in a common good 
hf this kind is usually of greater value to 
the individual workman tJmn the payment to 
hifnself of n proportionate amount of its cost. 
Foir example, a sum of £1000 divided aimually 
as bonus among 1000 men creates a less 
advantage to each than he could obtain 
by the right to the free use of some insti- 
tution costing £1000 a year. And there is 
also some advantage from the point of view' 
of the democratic spirit, since the consolidation 
of the bonus by means of a common scheme 
makes the relationship of donor and recipient 
less individual and places it at one remove. 

Much of what is now* called “ Social Better- 
ment ” or “Model Employment” implies 
rather the removal of unfavourable conditions 
than the gift of specially favourable conditions. 



■ 142 ;. 

The' mere fact that such schemes , 
great public attention in the beginning; 

, the twentieth century is a serious. reflecAipn;; 

, upon ordinary standards, and is to be rehd:;ih':'; 
the light of the criticism of fifty years : hence,.;: 
no less than in the spirit of sympathy with its 


purposes at present. 

These schemes are distinguished from any 
form of Socialism by their acceptance of speial> 
classification, and their desire to make such:: 
classification work as well as possible. . Thhh;; 
aim is friendly relations and the desire to show,:: 
that the real interests of labour and capital;: 
are the same, and that “ neither can tahh::; 
advantage of the other without the commoh;:: 
interest suffering.” The statements furnished;' 
by the founders of such schemes continually:' 
repeat this as their ideal. “ Some must follow;’: 
and some command,” but the best industrial;: 
leadership is that of the employer who com;;:: 
fnands not only the labour, but the enthusiasm : , 
^'and confidence of his employees. 

:;. :4;Most of this work has required the resources 
®and the power to take risks, as well as the;. 
;;;syTOpathy, of large employers, and the schehiesj 
'^of ; great businesses both at home and abroad: 
[hre so complete and elaborate that only large.'' 

P fits could hear the cost. In such cases;; 
^always hossible for the idea to arise thatV 



oj>- ;™s^-:systi 3 m: 143 

‘wJueli is macie by welfare 
been made by setting a 
^e^w standftrd of wages, 

^tosf of the leaders in this new method of 
fjirqht-Hharing liavc token the ground that it is 
remunerative to the employer. It is thus to be 
regarded as an investment which saves wear 
arid tear, and creates a good feeling which is of 
ri^l yalue even from the business point of view, 
and a stiitement of t.his kind docs a great deal 
:to;lefisen the objection to paternal relation- 
ships ; and provided that a way can be steered 
between the ideas of philanthropy and of a 
purely Imsincss investment for the sake of 


industrial peace, there arc two aspects of the 
welfare movement whieli always commend 
themselves. In the first place, there is the 


idea that the solut ion of some j)art at any rate 
oi the industrial problem can be found by 
actual development of the conditions of w'ork^. 
that industrialism can solve some of its o>vri: 


problems by giving a wider meaning to the 
idea of employment. Just as in recent times : 
the idea of education has been extended so as 
to include not only instruction but idiysical ' 
training, medical attendance, the feeding of ' 
children, the provision of play centres^.' 
rind home visiting, upon all of which public 
dmids may now be expended in the name of ;, 
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eSucation, so the idea of empld^TOent is cbeingj 
extended from the mere payment : of m 
for attendance in a factory so as ^ inclUtib' 
responsibilities for health, recreatioitii;'i,an<Jj 
housing. A large part, that is to say, of '1110: 
social problem is being attacked through 
indnslrt/, •which is seeldng step by step- tp 
evolve a higher idea of itself; personality; ip' 
to be approached tlirough that gate rib, dess] 
than by the teaching of ethical or Tnorai 'br,: 
religious ideas of life ; and whatever obiectioap: 
may be made from the point of view-' of , 
democracy to the philanthropic nature’vOf • 
such schemes will become less and less ab the] 
idea of employment, like that of education^ ip| 
felt to involve in its very nature this vnder] 
endeavour. 


Further, all schemes of this kind are a return 
of some of the gains of industry to the ve^]: 

which they were earned, and therein]; 
dhey differ from the application of industrial] 
profit to wider public schemes, the benefits of ] 
r^ich may not reach the people who have madb 
them possible. It is better that the profits bf ; 
;a-^at concern should be applied, if possible;] 
:|vithm the firm or at any rate yvithin the ] 
.locauty of the business, rather than be entirelv.;; 

e to the foundation of Universities, orP 
ll^ide social schemes, at home and abroad]] 
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he called the “ out- 
’^[,'\drtues protection of the 

;^prhing'<iilasses by employers will lose force. 
S&ploynient will be made a wider idea, and 
the retm'ii ^vil^ be made to the actual earners, 
’wHo. feei that their claim comes first. 

'greater change is made in the structure of 
the firm from the working-class point of view 
iby ithe method of co-partnership. Under this 
systein the emploj’^ees of a firm become share- 
holders, either by creating a business whose 
baj)it^ is held by working men, or by obtaining 
;hbld;bf the capital of a private business. It is 
thus? a stronger method than profit-sharing, 
and’ so far as it goes it overcomes the initial 
difficulty of modem industrial evolution— 
the? separation between those who employ 
and those who are employed. In this form of 
rebonstruction England has taken a leading 
daid/ It was one of the chief hopes of the 
eedhomists and social leaders of the period 
isbp to 1850 that a transformation might 
be ^wrought in the position of the worldng 
classes by some development of this systeni. 
tfhe economist Babbage made the suggestion 
in 1882, and Mill gave it a prominent place in 
his 'proposals for reform. He hoped that, 
dlpiig,; with schemes of colonization which ? 
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might extinguish existing poverty, and iC'hit 
education which would prevent its rccmrence,- 
there would be a means of lifting the Sv6rkm| 
classes into a position of authority in industri^ 
affairs, as well as of sharing more fully ih ih^ 
proceeds. If the improvement of the people 
continued he thought there could bfe-; little 
doubt that “ the relation of masters and y'bfkr. 
people irill be gradually superseded by paitn^^ 
ship in one of two forms : in some cases asspcih^' 
tion of the labourers with the capital] ';!® 
others, and perhaps finally in all, association 
of the labourers with themselves ” ; and'uf . 
mankind continued to improve he thought 
that the latter or completer result would , he 
dominant. As such associations spread fibih: 
small beginnings the workers were to.jho! 
educated for each new step, and gradualiy 
the holders of great capitals would let them".- 
selves be bought out by annuities or spine-; 
similar method, so that “ the existing accumu-j 
lations of capital might honestly and by a kind; 
; 0f spontaneous process become in the end the 
/joint property of all who participate in their; 
; productive employment; a transformation; 
■■which, thus effected, would be the nearest, 
approach to social \ justice and the most ; 
.beneficial ordering of industrial affairs for the . 
5'jniyersal good which ^t present it is possible - 
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to foresee.” No doubt, as lie says, the task 
of overtaking capitalism legally "would be a 
hard one, but there is a capacity of exertion 
and self-denial in the masses of manldnd which 
IS never known but on the rare occasions on 
which it is appealed to in the name of some 
great idea or elevated sentiment.” Capitalism 
Would set the pace and take the risk of new 
things, but co-operation would overtake each 
new start and bring into industry a real 
democracy. This teaching was taken up eagerly 
by the Christian Socialists, who gave practical 
t effect to it by starting the Productive Associa- 
tions of 1850-54, and it was also closely in 
harmony with the teachings of Owen on the 
New Moral World. Although these early 
schemes failed, a stronger basis ivas given to 
the movement by the Acts of 1852 and 1802, 
which gave security to the investors against 
officials, and limited liability. Productive 
Societies have since then risen frequently in 
England, usually in close association %vith the 
Co-operative movement. In 1882 the Co- 
operative Productive Federation was formed 
to act as their common agent, and a further 
impoitant stimulus was given to the move- 
ment at the Co-operative Congress of 1884, 
at ’ which the Labour Association for the 
development of co-partnership was founded. 



ihe ' object of this associati6h‘‘;w& 
jQjout nn organijiation of oh'tijfi; 

X>nncipie of labour co-partnersKip“tKat" is^':i) 
system in which all those who are^hgagH, 
shall share in the profit, capital, eoptrol: anS;; 
responsibility.” It aimed at converting ;;ip’ 
this ideal first, the Co-operative nioveihent; 
itself, and secondly, the wider marfefcSpf 
private trade; and we may say that ht ^ 
present time the movement has bran^ieajM; 
the direction of (1) Societies which<;iia^i 
working people as their shareholders, or yfliiich; 
hope as trade expands to find cmplojTii'eTit.:^; 
workers for their shareholders, — these lare^iof j 
the nature of purely working-class associatio^f 
(2) Private Societies which pass, pcrbap?i;' 
through the stage of profit-sharing jinto ^a; 
i^adual transformation of capitalism p 
Gonipames having worker-sharehoiders;>ht^f 
in close relation both by shareholding and 
trading to the wider co-operative movement,;’ 
and (4) the Co-operative movement itselfi Jinj; 
which it is constantly hoped that they rvdli.;' 
^ fuller sympathy with at least t&l?* 
employees. 

i ■ profit-sharing, co-partnership isj as^yet ; 
amOv^ent of limited extent, but it has behindt 
; , ® greater . enthusiasm and defih- ’ 

^my umfied organization. It is necess^/^ff i 
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disSuss fthe from the ^oint of view 

of of working-class government 

iiif thej;general industrial life of the countr}^ 
JathCT :than from that of the creation of 
mdiyidual societies here and there in which 
working-class government is strongly focused. 
Otoddhe position which it seems best to adopt 
at did outset is that of understanding the 
difficulty of creating in the modern industrial 
world closed systems in which the worker, 
the. ; shareholder, and the buj>^er shall be 
fdehtical. It is scarcely possible to maintain 
coiniOidence of this kind; an identity of 
Workers and shareholders will be difficult to 


maintain because the amount of capital which 
is required for a business or for its extension 
dep^ds upon causes which cannot be made 
to march exactly in step with the amount of 
capital which a certain number of workers can 
supply; either they will not have enough and 
•be; compelled to call in the outside share- 
holder, or their capital will spill over the 
margin of their own firm and find investment 
as an outsider in other firms. Again, it is 
evident that a coincidence of the workers with 
the buyers is impossible to maintain for any 
individual business, since the meaning of 
industrial advance is that any particular 
;pr6duct is supplied to a wider market with 



150 THE 

greater economy of labour. : : Forv 
reasons the shareholder and the buy,& cafihbt^^ 
be forced into coincidence. Even: the r C64 
operative movement, in which an apprdaefcis; 
sought to this ideal, is one in which the buyer 
can obtain his goods at a certain price only; 
because the market for these goods is^trideh 
than the Co-operative, which takes only a part-! 
of the supplies of the industries frona;\whicK' 
it purchases. The facts as to the Productiyh 
Societies at present existing show howecohOniic: 
forces act against this ideal of closed systems;! 
since their employees number only about' oned'. 
fourth of their members, while their niembera’ 
are probably not more than one-tenth of tBar 
purchasers. . ,, 

It is probable that if the ideal of co-parthe^: 
ship had been more to the iront at the be^ifr 
nings of the great industrial change bf dast 
century, there might by now have developed;, 
by the accumulated force of profit and interest;: 
a widely distribijted working-class holding 
in the capital of the country. Even if ;t% 
movement had begun on a small scale ,wth 
something approaching a coincidence;, ; of 
Workers and shareholders in certain businbss^es; 
by the end of a hundred years the capi^} 
thus growing w'ould have ramified throughout 
industrial system, so that the usual ifii^ 
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;)f modern times niiglit, through its worIdng> 
Class shareholders, have had a management in 
close sympathy not simply tvith its own labour, 

, but with labour as a whole. One ol the main 
difficulties of co-partnership is that the employ- 
ment relation, in other w’ords the system of 
capitalism, gained a long start, which forced a 
defensive movement in the direction of Trade 
Unionism, so that the struggle for working- 
class control over business has mainly been 
through the method of imposing conditions by 
bargaining. This method has both absorbed 
the main energy of the labour movement and 
in some ways it w’orks more freely where the 
loyalty of the worker to his Union is not 
liable to be crossed by' the holding of shares 
in the business for which he works. And it 
is evident that, Trade Unionism apart, it may 
well be more to the interest of a workman to 
hold his shares in any business rather than the 
one for which he works, since his' risks would 
be better distributed. ^ 

Apart from this, liowever,, it will be seen 
that copaitnership has included two different 
ideas. There is the actual conti'ol of busi- 
nesses by employees, ot by worldng-class 
shareholders ; and the^e is the holding of 
Shares of a special kind in ordinarj'- capitalistic 
firms. It is the latter^of these which is now 
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best kno^ under tbe name of copartnersblp.v 
This means that, taking industry hrm 
firm, the idea of a community of inter 
between capital and labour has lasted longer 
than pure control by employees. By ^ ® ’ 

such community of interest would ^ot satisij 
the claims of industrial democracy, but on t 
other hand a real share in the government oi 
industrial firms, in competition with eac 
other, is open to some objection from 
standpoint which labom has historically come 
to adopt. Community of interest and som 
consultative rights in individual 
may however be more acceptable if they ar 
parallel with a real share in the control ov 
industries taken each as a whole. This mean 
that industries must have reached a stage o 
considerable combhiation. There axe 
that in great industries the control pro^ e 
will be settled in this w'ay, and in that environ 
ment a degree of mutuality in indiM tia 
business units pray be helpful to efficiencj an 
to the personal nelationships of industry. 



CHAPTER VI 


rTIIE PEOPLE AND THE LAND 

the combination movement of the 
nineteehth centuiy has been generally accepted 
as Ah ; evolution which had to take place, it is 
Mm^regard to the land that its results have 
h^ti&ost criticized. A question of historical 
justice is usually supposed to be involved in the 
tjransition whereby the old system of small 
iiiltiyators was changed, about the beginning 
of. the nineteenth century, into the new typical 
English system whereby land is both owned 
aridiwUrked in large units. It is necessary, 
therefore,, in the first place to consider the: 
hxact fhature of the change which is commonly 
called ? the agricultural revolution. It took 
jplach during the same period as the industrial 
reyblution itself and is closely connected with 
hf i;:ih;;was, like the industrial revolution, a; 
^ow -process, and just as there are at the^ 
present time small domestio industries lef t tp.; 
remind us of earlier methods of manufacture, 
so there are also still left in tliis country 
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districts which have been spared by ths 
agricultixral change and represent the ancicn . 
customs of English agriculture. 

The domestic system of industry 
inseparably connected ivith the cultivation 
of land. The household obtained ; its 
partly from manufacture and 
cultivation. The incomes from 
soiuces were supplementary to eaoh , ptn^<:||s 
So that the farmer, during the times or, seS.sW^| 
when the land did not require his attention|| 
became a weaver, or other members^oL^w 
family might carry on carding or iSpri^^*|; 
This is the double system of life carried pha>|>| 
a population distributed widely over. tlte. loft Jg 
■which we still associate with the riap?v°,i>'.i 
Merrie England, and it is evident that chailg^.];s 
affecting manufacturing industry, ■ 
resulted in withdrawdiig this kind of^wpL^ 
from the fanners into large cities, would 
it difficult to obtain the same livelihood ;frpifi>j 
the land alone. The two revolutions, .there, i 
fore, are parts of one question, and during the^, 
'years of transition there were influences 
mutual kind between the growing cities.; anP;^; 
the declining agricultural districts. The r^mti 
has bPen in England, as elsewhere, that; a;; 
population which at the end of the eighteenth: 
century mainly lived outside the . cities 
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come to 3iVe mainly inside great towns and 
cities. It is in this sense that the nineteenth 
century has seen a change which may {airly 
be described as one into “ a new form of 
human settlement.” 

. In order to appreciate the degree of con- 
solidation in respect of the land it is best to 
begin with the facts so far as known at the 
end of the nineteenth centurjf. We have no 
reliable official estimate as to the owning of 
land, and our knowledge is derived from more 
than one private inquiry, but the private 
inquiries which have been made ^ on the basis 
of the new Domesday Book of 1878 give 
results which agree closely with each other, 
and these results go to show that the number 
*of persons who o^vned land more than an acre 
in extent was somewhat less than 200,000 
in England and Wales, or about one in 
a hundred and sevenlj' of the population. 
But this alone does not indicate the full 
degree of concentration which lias taken 
place, for out of 33 million acres of enclosed 
land, about 15 million acres were estimated to 
be owned by about 2,250 proprietors, so that 
“ nearly half the enclosed land in England 
and Wales belongs to a body numbering only 
1| per cent, of all the landowners, even 
• By Air. JJrodrick and Mr. Sbavv-Lcforre. 
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excluding those belot? one acre/’ ind 
that less than 200,000 could be calledyandt 
- ovraers at all may be compared ^ 'mtl^.tthe;■ 
position of land tenure at the time of the Gmlj 
War, when it is estimated that with a;!pppulaf; 
tion of only 5| millions England had about; 
180,000 small freeholders or yeoman fai;naeire;|; 

Just as estates in land have become, graddi^; 
ally consolidated, so also has the farming oh 
land. Large farming is the English custom];; 
About 70 per cent, of the area of cultiyhfed. 
land is in farms of more than 100 acres;;;?vfi 
all Western European nations, it is England: 
which has the largest average holding, ; the 
smallest proportion of cultivators who.’pv^' 
their holdings, and of acreage o^vned by^its; 
cultivators. Cultivating owners repres^ti 
shout s qaortcr in number, and in ihe ireh; 
cultivated by all agricultimil holders. Vrv.v/.'Xi 

At the end of the eighteenth centUi^, itt; 
more than half of the parishes of England: 
the .system of land tenure was one in whibh; 
“common rights” played a large part, 
liolders of land in these districts represeiit 
what was I'pft of the old manorial life;;bh 
England. The feudal relations which;}.hhd; 
■ former!)’^ existed in such villages had by , that 
time passed away, and the cultivators iheld 
cither bv lease or convhold or freeholcL' ^But 
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vffiethod .'oii^u^^ still substantially 

;the';s^ had always been, and it is 

{especially with regard to the transition which 
; took place in villages of tliis land by the process 
of {Ehcldsure that a question of historical 
iuSWce is held to be involved. In the rest of 
England, which had never been under manorial 
'Conditions, this problem does not arise. In 
{tncse. places the owner of the land was not 
{bound by customs and concessions which had 
; ^pwn up in the manors. The distinction 
: bctWeen tlie two forms of manorial and non- 
tnanpfial tenure is specially to be observed by 
•:thh{e5dstence or non-existence of copyhold. 
{Gdpj^hold is an outcome of manorial customs, 
{prtd ' Cannot exist except in such districts as 
'■^ere once under the manorial system. 

the change from the old system 
vtp; the new, two problems must be kept 
■distinct. The problem of tenure affects the 
number of persons who were actual owners of 
i dghts or interests in the soil and the methods 
by. which such ownership came to change 
rhands ;’ while the problem of cultivation is a 
dihercnt one, and is concerned rather TOth 
{chaiiges in agricultural methods which were 
rendered necessary by the circumstances of 
idhCJtvmc. , But, as we shall see, these two sides ■ 
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o! the question interact on mcK otiiM,m 
nature oi the transition may short! j^E'e stat'e^ 
in this \vay, — ^that a change ;%hicE ^ 
rendered necessary in methods oi cultivation- 
led, during its process, to changes in tenure; 
and ownership. -pt 

The cultivation of the land in the manors 
was one based upon a distribution of ; ;the 
arable land for each land of crop of such a' Knd 
that each cultivator held his land in hilOTge 
number of small pieces. He held a certain 
amount in the field which was under wheats 
and in order that the better and worse '^ad0^y 
of land might be divided among all:;theS 
cultivators, part of his holding was in-.ori?^ 
section of this field and part in another.;5’\3^| 
would not be unusual for the same cultivMdr ft 
to hold his arable land in thirty or forty 
even more separate pieces; and the fieids :in|;; 
which he held them were called “ open-fields^ 
because strips of land w'ere not permanently^ 
divided off and fenced round. At the endrot: 
the harvest in each field, the whole of thed^J: ; 
became commonable, so that everj' mcnihrty 
of the village could turn his stock on tp-it fort 
grazing. It was therefore of the very iiatnrrtv 
pi the sy.stem that holdings were not ehclpsedjrt 
and that each cultivator had to makeft^ 
way from one part of his holding -td anptprt ■; 
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by pathways aci'oss , the: open Tbe 

{appearance of the fields .would be similar , to 
that bf a district in whiich small allotments are 
{held -now, except that in each of the great 
{fields' of the village the same crop would be 
grown by each cultivator. Each of the three 
fields of the village took it in turn to lie fallow 
.'in I successive years. While it lay fallow it 
;' b^as commonable or open to the use of all 
jpultivators. 

VyHf Avith these holdings in the arable 

•:fields went rights over the waste land which 
day rbund about each manor ; according to the 
{siize^of their holdings the cultivators had the 
(itight to turn stock on to the waste and to 
'igather peat or fuel from it, and this right to 
.hse'ithe waste was obviously of great import- 
lance to; the cxiltivator, who could not turn his 
Vstb& on to any part of his holding in the open 
I arable fields. Further, going with the holding 
i of each cultivator were holdings in the meadow- 
,land; pf the village on which was grown the 
fodder for his stock. 

Jit is plain, therefore, that at certain seasons 
Jbf the year after the crops of various kinds 
liad^been gathered in, the cultivated fields of 
;;^hb {foliage would, for a season, all lie open, 
xand with the cultivators themselves to 

{.determine the dates of harvest and of fallow, ; 
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. to appoint officials, and generally ;t6,, regulate 
^ the agriculture of the village. The;I6rd of ttie 
manor himself held his arable land m the open; 
fields like other people, though' heytrak 
holder on a large scale; his lands ouf§idehi| 
park -were as unenclosed as those vpfi.ffih 
tenants. This was the type of thef .lEngHsh 
open-field village at the end of the eighteenth 
century. Different customs prevailed; 
different manors, the allotments in thd&hls^i; 
fields being in some cases interchangeable 
different years, while in other places the saine 
cultivator would obtain the same allotments; 
over again. : . ‘ ‘ 

As to the nature of tenure imder;. 
system, at the end of the century the tentOT;; 
might be any of the three forms of leasehpld,'; 
copyhold, or freehold. Copyhold w^.S'theV 
survival of the Villeinage of earlier times p andl 
it was by virtue of their tenure in the arable': 
fields, or in some cases of cottages, that the; 
cultivators held rights on the wasteV;idkli?; 
important to remember that at tliis time the’ 
lord of the manor was the person froih;^hpini 
these rights were held; that the cultivators; 
were his tenants, and that the original ,;grknt?: 
of estates to the lords of the manor had ffieen' 
made long before. But he was ..bound :hy;- 
manorial customs, especially -mthiregard. dp 
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jcopylibldi:; &d,; cpuld' ’not' ^whciH he pleased 
resumev^t^ ownership' over the 

^Lich ATOuid enable hhh to act as he 
cihpte as regards the disposition of the land. 
;In 'some manors the freeholders would De 
; numerous and the power of the lord would be 
' leks. Other manors might be mainly copyhold 
'itiiid leasehold and lus influence would be 
;;f^eater. Though he owned the estate in the 
'iahd, his tenants were in various degrees owners 
/ijbf ‘‘ rights ” and “ interests ” which gave them, 
;''smali as they might be, a security and inde- 
i jpendence which was of great value to them. 

' ■ The great inventions reached their period 
■; 'of high development and were capable of 
.’■. application about the time that this country 
i iwent to war with France, and the influences 
■ /which broke up the old system of cultivation 
/ were partly due to industrialism itself, but 
J were partly hastened by the necessities of the 
, French 'War. Industrialism itself might not 
have created so quick a movement to the city 
had it not been that the life of the cultivators 
in the villages was disturbed by the need for a 
more economical use of the land. 

/ ' England ceased to be an exporting country 
i;:- for wdicat in 1792. Ever since that time some 
V /part of the food supply of her people has had 
;; to be obtained from abroad, and when the 
' " ' r 
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Board of Agriculture "was established in 1794, 
its Secretary, Arthur Young, in: his .travd 
through England, observed .that the: .divide^:' 
and open-field system of cultivatipiii;^^' 
uneconomical and prevented the full fiisa ^ 
the land. Much time was wasted in ^goingi 
from part to part of the same holding ;; land; 
was wasted by pathways, and appliances •could; 
not be used to their full power on such/^afi 
divisions. He became, therefore, an advocate 
of a system of enclosing the holding of . each 
cultivator, so that everybody could devptoniS 
labour to one definite area of land witlfin; 
which his rights would be his own, dffihg 
whatever kind of tenancy he held imderi' 
.^^ 1 " “Goths and Vandals” of open-field 
||iltivation w-ere to be swept away. It has^ : 
* remembered that the growth of the pppula-; 
tion of the country was very rapid in the’ fii^b; 
twenty years of the century, and that it’"v^;; 
most rapid in the great cities. The growthrpi? 
cities implied that there was a great consump-:; 
tion of agricultural products by those whd nh 
longer applied themselves to the growth f- of 
mch products, so that those who lived pnj^P 
land had to support both themselves and tfe 
cities, and it required the most economical use 
of the land of the country to bring this about; 
Enclosure, therefore, meant an alteration in 
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the method o| cultivation in the first instance, 
and it is generally agreed that it was a neces- 
sary alteration in the method. To enclose ” 
a parish meant to take its open fields and its 
meadow and its waste land and to re-distribute 
‘them among the o^vners of rights of any kind, 
so that they would obtain one enclosed holding 
which would be equivalent to their former 
scattered holdings in the open fields, and their 
rights of meadow and waste wluch went with 
each holding. The new tenure would be of 
-the same kind as the previous one, a lease- 
holder would obtain a new leasehold, a copy- 
holder a new copyhold, and a freeholder a 
freehold, but it would now be an exclusive 
and enclosed holding. 

It was plainly the interest of the lord of the 
manor to make such enclosures, since the 
increased economy in the working of the land 
would put up its rental value, and it would 
obviously be the interest also of at least the 
larger freeholders in the parish, but it was not 
possible at any time for the lord of the manor 
or the freeholders to carry out enclosure. It 
would be necessary for the lord to wait until 
his leases fell in or his copyholds terminated 
(and some of these were not easily terminated) 
..before he could enclose his tenants. Where 
there was a unanimous consent on the part 
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of Holders of rights and interests of all ^ 
a parish could be enclosed and re-divided, Hut'i; 
where such consent could not be obtained^; 
enclosure would require some method 
compelling those who objected. The’typical' 
method was therefore to obtain the consent^' 
of those who owned four-fifths of the valuC of-, 
the land. This did not imply a majority o!;: 
the owners, much less of the cultivators, since; 
in some parishes this percentage of the 'yaluC; 
might be owned by quite a few persons y- Hut- 
where consent to this amount of valuej^was': 

S -'btained, an Act of Parliament would-be- 
iven which brought compulsion to bear uppd’ 

- ■ c tenants and remaining owners, andi.an 
..ard would be made by the officials,' >.wHo: 
would survey the lands, investigate the rigHfe 
. of each cultivator, and re-distribute the fields 
of all kinds. ’ 

Now e%'ea when this was done with ;thy 
fullest regard to the interests of all the holders/ 
a very important change was made in .the 
position especially of the smaller holders add 
cottagers. The economics of the change is a ^ 
study in the value of common rights. iThC; ; 
rights which they had formerly enjoyed hfi ;: 
the waste and on the fallow fields ot 


vfilage were essential to them as cultivators;:.;; 
and if they received an enclosed holding of ■&;; 
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the rank of wage-eamers; or to selkhE ;lahoxtt 
as a -wage-earner on the land itself. 

Again, although manj’- holders of jights:in:- 
the open-field village had a good title, it ,ihiigh&i 
not be easy for thena to prove it when-i^he; 
investigation took place which preceded/othg 
award. There is no doubt that somevwer^: 
driven from their holdings in this manner, ^3, 
there were also instances in various prices ^of 
fraudulent expulsion of some of the tehimtS; 

It might also occur that the smaller holderS; 
could not comply with the necessity^;-;htj 
. fencing their new enclosures, but theseif&cts; 
f^re rather incidental to the main quejrapn^ 
,®he nature of the change was such 'thati* 
^though carried out -with the best intentions,^ 
it did not in fact leave the small cuItiy^htofS- 
especially in the same position as before;;,: t]|®, 
.value of their common rights not having bfen 
adequately appreciated or allowed for.iV^^,,: 
these small tenancies were given up. dheyi;? 
would be added to other holdings or to thpf; 
enclosure of the lord of the manor, and in^this';; 
way the large farm began to grow. .It 
plain, however, that a lord of the rnaiibr;;' 
cannot steal his own land from his own teiianfe; ;• 
Vand that only so far as freeholders pr.cppyr.^ 
. holders on long tenure were expelled from the;;- 
land v.as there an influence making for, an,'; 
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increase in the size of estates. This process 
of enclosme had proceeded during the greater 
part of the eighteenth century, but became 
very rapid between 1760 and 1840. It gave 
a new appearance to the English village and 
established new customs of life. By bringing 
seven million acres into the enclosed land of 
,the country it enabled us to feed the growing 
city population, and to carry on a great war 
with produce raised at home. 

We have already seen that at the time of the 
Civil War, about 180,000 small freeholders 
existed in England. Since the custom of 
family settlement began, they had gradually 
declined during the eighteenth century, and 
the first twenty years of the nineteenth century 
brought strong influences to bear on them 
wbicb. bdped to reduce their number still 
further. During the ■war, when the price of 
wheat was on several occasions above a 
hundred shillings a quarter, land rose to a 
value of about forty times its rent. At such 
prices many of the freeholder’s were willing to 
sell, and there Avere those in the comitry who 
were willing to buy, even at such prices, 
because the rise of the industrial cities rvas 
creating a cl^ss of wealtliy capitalists who 
wished to obtain the political influence which 
at that time, and until 1832, was closely 
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connected TOth the ownerslul} 6t iandi They 
bought out the freeholders, and large -estates 
were created in that way; while those Vfree^; 
holders who did not sell during the war found ;< 
themselves in a very difficult situation wheh,:;: 
in 1815, “peace broke out,” and great agn; 
cultural distress began. Many of them^'werej; 
then willing to sell at far worse terms thanbhey ' 
could have obtained during the war. There^, 
was thus a reflex influence of the cities ..upbiff ; 
the land. Industrialism had offered ;ah; 
alternative to the small cultivator ’ivho could' 
not carry on his small holding after enclosurei^ 
and had drawn agricultural labour to ' tHe^ 
cities. Afterwards it came back to the land ? 
with the fortunes which had been createdi to ) 
buy out the freeholder. 

As a result of this entire transition the idl’d ; 
of the manor found himself in possession Of ' 
a larger enclosed holding of his own. Man/) 
small freeholders would have given way tp; 
'large capitalist landomiers, and by inte/;. 
■niarriage between the new capitalist and thd/ 
■Void landowning families further stages in the 
Consolidation of estates would take place. 

/V By about the year 18i5 the agricullural' 
l/eyolution was practically complete. En/ 
■/Idsures which have taken place since then:; 
;vha/e;been oh a much smaller scale and arelto ) 
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be Set against land which has been taken from 
estates for roads and public uses. That is 
to say, what is now known as the English 
system of land cultivation had displaced in 
the open-field villages the old traditions and 
customs which limited the poAvers of the lord 
of the manor and maintained many small 
holders upon the soil. 

In this transition, the smaller holders could 
have been retained only if their enclosed hold- 
ings had been made larger than in strict pro- 
portion to their claims as based on unenclosed 
holdings and rights attached. This line might 
have been taken, though the onus of proof 
would have fallen on its advocates. Even so, 
the smallest holders would not have been 
saved after the enclosure of waste. Enclosure 
was an invention which had to be used, just as 
mechanical inventions were used later which 
displaced agricultural labour. But the process 
of enclosure appears to have drawn attention 
to the previous and more important fact of the 
great estate. Things seem to have been made 
clearer by the fact of consolidation. It is not 
to enclosure that we owe the substance of the 
land problem in England, but to the far earlier 
proceedings which bestowed the great estates. 
Enclosure bears mote than its share of the 
blame. 

F2 
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This process, however, does not explain why : 
there Jjas not also been a movementon the part > 
of the owners of large estates to sell any^papi; 
of their land. It explains consolidatio&,;pf| 
holdings, but another influence has also !beeh- , 
at w'ork, whose effect is to prevent consolidated 
estates from being divided up again; andfn^ 
explaining the English system of ownerships 
of the present day we must go back to a forcd ^ 
which has been in existence since early times,' :- 
and which, both before and after enclosure, V: 
has prevented great landowners from dividing 
their lands. This is the force of entail’-pti 
land settlement. Its general effect is, that;;; 
it enables land to be added to great estates, I;- 
but the door opens more easily inwards, ;|o:'- 
that it is difficult for lands to come out of such 
estates. Entail, therefore, is a necessary part 
pf .the explanation of our highly consolidated 
land system. 

History enables us to see how strong its'; 
influence has been, because there has beeh.ai; 
time during which it was possible for land-,, 
owners to break aw'ay from this influence, hna 
f this was the time when there was a great'; 

, . increase in the number of freeholders in the: 
i'dountry. The story of the attempt to create : 
.y pejT’etnity in the holding of great estates, ;iS :i 
; V of , ihuch, interest. Entail is a system imdef ? 
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which estates are meant to he handed on from 
generation to generation without being broken 
into or diminished. For two centuries before 
the year 1472, when a great landowner held 
an estate to himself and his heirs, he could not 
^art with the land and bar the succession of 
his heir, and this evidently prevented a dis- 
tribution of the soil of the country among 
large numbers of freeholders. But in 1472 a 
method was found whereby, through a legal 
device, the present holder of the land eould 
obtain complete po%ver over it and divide or 
sell it to others. As a result of this method 
there was, between that date and the Civil 
War, a great increase in the distribution of 
land, so that small freeholders or yeoman 
farmers were the backbone of the Royalist 
cause during the war. This device was not 
made illegal until 1834, so that, but for the 
Civil War, there might have been a still greater 
increase in the subdivision of large estates. 
But owners of large estates during the war 
were in the difficult position that their lands 
might be forfeited if it proved that they had 
fought on the losing side. They did not know 
whether the close of the war would prove them 
to have been patriots or traitors. And there- 
fore there came into common use about this 
time the custom of family settlement, whereby 
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the present holder and his heir .settled 4hh? 
estate upon the eldest son, of the heir, giving • 
to the heir himself only a life interest When hej 
succeeded. This custom of family settlenaeht ; 
has never been given up, since familj’^ interests;' 
and sentiments have tended to perpetuate the - 
methods of settlement from generation ;t'o^ 
generation, so that to a large extent the great;- 
estates of the country are now held ih^;a., 
manner which prevents them, or any part otv 
them, going easily on the market. - • 

It is always possible for the heir of a great 
landowner to refuse to enter into a new settle^' 
ment, and he can therefore obtain complete.; 
power over the land if he waits till his father’^; ’ 
death. But he is usually willing to resettle 
the land, both for family reasons and in .ord^ L 
to receive an income out of the estate during ; 
his father’s lifetime. So that the means which 
now exist for dividing the great estates of the:' 
country are those created by the Lands Clauses ' 

; Acts of 1845, by winch land must or may be,:; 
- alienated for certain public purposes, and the ; 
Settled Land legislation since 1882, which 
‘"gives, powers to sell part of the estate under':: 
:.-conditions of which the landovmers have not’; 
i very ;full5^ availed themselves. Entail .or; 

: vtettlement, therefore, has kept great estates, 
? gr&t,;and is to be reckoned along with war, * 
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maay agricultural iroprovenieiits and deyelopr : 
ing the system ol high farming. The; value;, 
of the land of England increased duriiig^this:; 
period by about 300 millions sterling, and^the\ 
effect of the intensive cultivation of the ^me| 
was to make the wheat land of England more} 
fertile to the acre than that of any cohntiyj; 
in the world except Belgium. It was only ■; 
when the areas of foreign countries became^ 
more completely opened up by railway feys-'J 
terns and better transport by sea, and after;: 
they had relief from their wars, that theh;; 
supplies of grain began to create the problm;. 
which we now know as agricultural depressibni'': 
Tins began to happen about the year 188(),' 
when bad harvests in England were accom^''; 
panied by good harvests abroad, so that forei^- 
grain entered our market in large quantitiesj \ 
and has never lost its hold. The prosperity of 
our manufacture and our industrial capital 
in making or financing railway systems and ; 
lines of ships now struck at our agriculture ? 
through the cheapness with %vhich forei^ 
produce could be brought to our market. It 
w'as only then that the acreage of arable land 
in England began to decline, nearly three: 
million acres having been lost between 1881 
,:juid 1910, of which about a half was in the ? 
land. under the staple grain crops. The laud ,! 
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question, ,,thcr(?f6re;;5^ had been post- 
^bnedvsmbe th^ legislation, was 

rmsed jagainv^ was raised attention 

was S: not only to the competition 

pi ’^bteign countries, but also to the dis- 
appearance ol the small holders, and the 
fpovement ior the restoration of the small 
hbldcr became part of the genera! question 
Of ^agricultural depression. The land entered 
into politics at the election of 1S85 as an 
imppTtant part of the Liberal programme. 
TKe’Settled Land Acts and the small holdings 
le^slation, as well as the Protectionist move- 
inentj are all aspects of the same problem, 
iisit is necessary, in discussing this question, 
tOl remember that every great industrial 
nation shows the same tendency for the growth 
of the cities to be much more rapid than that 
of the agricultural districts. The movement 
towards urbanization, as it has been called, 
Cidsts all over Western Europe. It is creating 
in these nations the city type, whose interests 
are everywhere in industrialism so common 
that international organization now unites 
them for many purposes ; but it is in England 
tliat the movement has proceeded fastest, so 
that at the present time more than three- , 
quarters of the people are living in the great 
to\vns and cities. While there is no doubt 
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that the competition ol foxcign supplies of 
grain since 1880 has largely increased this 
movement, yet in discussing the restoration 
of the agricultural population it is necessary 
to consider a hat forces, of a permanent kind, 
there are, and liow far it is likely that they can 
be successfully contended against. 

Work upon the land is, like work •within 
the factory, influenced by the changes due to 
invention, and our most recent information 
shows that the tall in the agricultural popula- 
tion of the country is not fully accounted for 
by the decline in the acreage under arable cul- 
tivation. A great deal is therefore attributed 
to the influence of agricultural machinery, 
which displaces and ibspenses with labour.* 
But mechanical invention is constantly going 
on in the cities, and indeed the factory system 
is affected by it more powerfully than 
agriculture; yet the displacement of labour 
by such inventions in the great cities does 
not create any movement out of the cities, 
and the statement that macliinery is coming 
into more common use upon the land is not 
an adequate statement of the influence 
to depopulation of the countrjc 
> ; difference is that the number of products 
which can be extracted from the land is small 
> Cd. 3273. 
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ia relation to the number of products which 
can be, worked up out of the original materials 
nf the land; though invention in the cities 
displaces labour, it usually creates a demand 
for other labour in the same or some other 
manufacturing centre. New city occupations 
and i industries are constantly springing up 
as the result of such changes, but it is not 
passible in the same way to create new oceupa- 
tions on the land. Only a definite number of 
things can be gto^vn upon the soil of a country, 
and mechanical invention leads to lessening 
Opportunity for labour on the land as it does 
not do in the cities, because of this want of 
alternative. It is further to be observed that 
the mechanical inventions which affect any 
one product that is grown on the land, affect 
other products of the same kind, so that the 
opportunity for labour to move from one 
agricultural industry to another and to stay 
on the land is still further limited. The 
tendency of invention, therefore, by itself is 
to create this movement towards the city. 
That economic forces are behind this move- 
ment can easily be seen from the fact that 
it has proceeded through the whole of the 
century, both in the periods of agricultural 
prosperity and of depression. Porter, for 
example, calls our attention to the much 
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slower rate of increase of families engaged in, ;; 
agriculture than in other occupations between 
1811 and 1831, the increase in .a^.culture 
having been only about 7 per cent>, while 
trade had increased 27 per cent. ;&?; and 
other authorities call otit attention jbo -.the 
drift to the cities even at this time, while the. 
decrease in the agricultural population, -iandl: 
especially in the number of labomers - e^ 
ployed, did not begin in recent times hutiat-j 
the census of 1831. The process of inventiont;} 
therefore, when applied to both agriciil^al'i;: 
and manufacturing industry, creates a ^eatet;^ 
demand for labour in the centres of mahufai>";i' 
ture, and this is because of the far ^eatW* 
variety of occupations which come undCT;.the 5 
name of manufacture and which are camedhj 
on in cities as compared with those ’ which;.; 
can be carried on in the land. An inyeritioTi--. 
which displaces some manufacturing, lahpurh 
usually implies a demand for some otheVy 
■form of manufacturing labour, and therefore ; 
maintains the city population, but this is.npt 
true on the land, whose industries are .hdt irif; 
^ this compensatory relation to each other, and ;- 
are liable rather to be affected together i by,;*: 
the same improvements in methodA , Tlieiheref, 

* A glance at the liistoiy of O! 
tVis. e.Ca. 5585 , p. 82. 
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faci, iher<>forft, tliat'ihe number of persons 
bgricxi has declined since 
1880, docs jtot specially mark off this period 
as one ;;;bf depression. There are certain 
manufa'cttiring industries, including woollen 
find wprsteci, of which the same remark is true. 
Thdro has been, during this period and since 
;1;560j ;a constant rise in the wages of agricul- 
thral labourers. The fact of depression is to 
jbel seen rather in the combination of low 
prices with the decline of acreage under grain 
‘cropf, and the increase of the acreage under 
grass,' and this is an influence which has 
Crated a fall in the value of land to the 
ifepent of about twenty millions per annum ns 
'Compared with the Seventies. So far as this 
acts, however, it affects rather the great land- 
owners than either the farmers or the labourers, 
•tod yet we find that even the landowners, 
V'hbse capital it is that lias fallen in value 
arid rents decreased during this period, have 
not generally regarded the small holdings 
piovement as being in their interest, so that 
the first legislation to this effect remained 
Jilniost a dead letter. So that movements 
for restoring smrdl holders to the land or for 
increasing the agricultural population of the,„, 
country are aiming rather at some natir 
iesiiit which is to ioilow from this, <■’ = ' 
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removal of adverse influences on any one class 
of the agricultural population. 

The restoration of small holders or culti' 
vators has therefore to be judged from the 
point of view of national strength. To those 
who are in the habit of living in great cities 
almost any form of agricultural life would be 
called depression, and the movement to the 
cities is partly due merelj’^ to superior social 
attractions. The national interest at stake, 
is that the supply of labour to the great cities 
has depended ttooughout last century upon 
influx from the coimtry districts, this influx 
being necessary to take the place, in the trades 
requiring physical strength, of labour which, 
in the second or third generation, becomes 
deteriorated by city conations. It has been 
shoTFu that tWs influx takes place between 
the years fifteen to twenty-five, so that the 
cities are recruited annually by the health and ’ 
strength of the country at its most vigorous 
period. If the cities are to be able, then, 
to continue to maintain the manufacturing 
strength of the country they must be able to 
rely upon the continuance of this supply. 

Now it is clear that the movement to 
increase the health of the population of great 
cities is one which tends to enable the cities 
to supply, in a greater degree, their ovm 
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{ttbour, arid a irim-cmcnt wliich aims at 
population on the land in the 
pi; U eitics •wili itself be rendered 
Housing and Town Planning 
rind'll^blic Health Acts enable the cities 
gradrinhy. to dispense nrith this need. The 
liindrrriform movement of recent times must 
tMrfcforc choose its ground ndth reference to 
albthe influences concerned. The economics 
9tv^6Priultm'c enable us to supply our crops 
with' a less expenditure of labour. It is not 
economic to force labour back to the land in 
thctiace of this tendency. The ground which 
would remain for this recent movement would 
thiaefore be the chance of still greater economy 
in,; cultivation by those w'ho were farming 
their own holdings or w'crc in a position higher 
than that of merely wage labour on the land. 
She example of Belgium shows that a country 
in ..which small holding is prevalent is also 
one in which the fertility of land to the acre 
lids by assiduous labour been made very high ; 
dnd in this way the small holdings movement 
V'qiild have as its aim an increased output due 
a hew interest and aspiration and would 
be similar in motive to the movements for 
co-partnership and profit-sharing in mariu- 
fdeturing mdustrj% which expect to obtain 
si^air results from small holdings in capital. 
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Legislation in tins direction began iii the. 
Allotments Acts of 1887 and 1890, the Local 
Government Act of 1894, arid more particu- 
larly in the Small Holdings Act of 1892. For , 
fifteen years this Act was practically hi- : 
operative. The County Councils had no 
powers under it of compulsory pm-chase, and. . 
they were not of themselves the best authori- 
ties to administer an Act of this kind. ; They 
were apt to be composed of those whose -in- 
terest was in maintaining the large estate; 
so that by the year 1908 only about 850 acres. . 
had been purchased under it. By the :Acts^‘ 
of 1907 and 1908 compulsory powers have been 
given and the Board of Agriculture has fbcen 
placed in a position of initiative and authority, " 
which has enabled a much faster progress to 
be made. It has been shown since that time 
that a real demand does exist, so that by 
1913 land had been provided for about 
11,000 applicants.^ But while new holdings 
are thus being created they are. of the nature 
of tenancy far more than of o^mership. 


'Against the “ pride of posse.ssion ” has to be ;..^ 


,,sct the “ misery of mortgage,” and the tcriaht V 
wlio risks purchase money is liable to 
himself without the reserve which he . -win ;: 


,ne6d in a bad season. The operation 
* j.h Tpsl-war holdings arc not sltictly/ecdnbinic.-j'v' 



Acl, so ffir JwTpi^ioMing land is concerned, 
■\vill tJicrciore the amount 

of l!incl‘%\dvicii IS owned by public authorities 
I at her; than to distribute its ornicrship among 
indh-iduPis. 

• It appears also that a. small-hoklingr< policy 
requires discu'imination, as between localities, 
;.ictops,>:aivd the applicants themselves. It 
nCahnot-Ije taken as a general remedy for rural 
depopulation. The figures show that tlie addi- 
wpife piade by legislation have been seriously 
;pffset;by a decline in unofficial small holdings. 
jTffis ;has been more especially the cose since 
‘thenar, when the numbers fell in spite of 
,i?^^.;.v;spccial legislation. The economy of 
. 'thpPjiblicy requires an increasing measure 
7ipf;' jild^ncnt and care. 

of course, possible that the agricultural 
>;|ppsitipn of the last fifty years may be 
^ affected by the need of foreign countries to 
retain their own supplies of grain for their 
-igroivirig populations, and signs of this have 
i^reddy appeared so far as concerns the United 
^States, whose exports of grain to us are now 
irregular and uncertain. But the hope that 
a larger part of our agricultural area would 
again come under the plough for this reason 
dSi being dispelled by the opening up of still 
;;/fmrthervareas abroad. There is still a great 
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margin available in the Canadian West and in 
South America, so that apart from protectite 
legislation it does not seem probable that an 
appreciation of the value of agricultural land 
will come about in this ■vvay. In the last year 
or two indeed the area of arable land in this 
country has reached its minimum. So tliat 
the small holder, if restored to the land, must 
be capable of facmg constant competition of 
this Idnd, and either of meeting it by any 
increased efiiciency which comes from the fact 
of a small holding itself, or by the cultiva- 
tion of other crops Avhich may be more suitable 
to the petite culture. Great importations are 
at present being made of dairy and garden 
produce into this country from climates with 
no obvious advantage over our onm, and„ 
it is possible that small holdings may prove 
tliemselves here, as elsewhere, adaptable to 
agricultural activity of this kind. 

In any case, it will require a strenuous 
national effort to reverse or stem the current 
which has set toward the cities. The census 
of 1921 shows that the flow is weakening, but 
this is only because exhaustion can scarcely 
gOi much further. Neighbouring countries 
have made this effort by pa\’ing different 
costs on behalf of the land. Germany pays 
in her tariff, wliich has made a special protege 
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of the agricultural interest. Denmark pays 
in her education bill. The system of rural 
education which is carried on in the land 
schools is meant to create not only a technical 
skill, but an enthusiasm for the nation and the 
land, and a social union of those who work 
on it,^ The fruit of the ideals created in the 
land schools appears especially in the co- 
operative spirit which is fostered, and which 
has made this nation a type of successful 
organization on this basis. Belgium pays in 
the assiduous labour which her peasantry is 
willing to devote to an unfavourable soil. The 
'feeling in England that “ the land is sick ” 
will not be overcome without some similar 
effort which believes in itself. We have not 
yet given co-operation, especially in credit, 
a fair trial. Ireland is now showing wEat 
possibilities had been checked for the want 
of it.^ If the rush to the cities is now becoming 
W’eaker, it is the time to give the land its 
chance again. 

* An ncrdunt of these schools is given in Cd. 3637, 
pp J0.'>-12D. 

* Tho_ evidonoe oi Denmark and of Ireland is that 
ownership, and not tenancy, is nooessary to organized 
CO oporaUon (vtde Haggard's liural Denmark). Hence 
the new “Land Reform” movement in England, to advance 

' the purchase money from public funds. 



CHAPTER VU 


COMPETITION AND ASSOCIATION^ 

At every stage in the movement to^atd|^ 
combination in the nineteenth centurjr the 
cussion has been renewed as to the pi&^ei pP 
competition in the industria] system/ 
change in the direction of association ihighfc 
be regarded as a step towards suppr^sidn’: 
of the force of competition, and especiaUy^ 
since tlie end of the nineteenth century, wliehj 
industrial combination took its completes^ 
forms, it has been maintained that the'e^; 
of competition is coming to an end and otU 
be closed by the developments of the tweiitiisth' 
century. But while this historical view/hiis 
often been taken, the anatysis of the economic 
S3^stem is based upon the fact of competition, 
without which, indeed, no modem analysis 
coidd be made. From the latter point of view,- 
competition is not merely one economic; force 
among many, butis another name for economic 
force; and we have seen in the first chapter 
18G . ' ' 
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that all the great changes in every kind of 
inveiition have been brought about under this 
stimulus. To those who analyse the industrial 
system the place of competition is similar to 
that taken in physical science by the force 
of gravitation. Just as bodies can be made 
to move upward by the use and control of 
gravitation, so it may be said industry can dis- 
play various forms of association not because 
competition is suppressed, but because it is 
tfegulated and controlled. Since both the his- 
torical and analytical points of view are pre- 
sented in %vriters of different sympathies, it is 
necessary to reach some conclusion as to the 
place and permanence and limits of tliis in- 
dustrial force, and especially as to its relation 
to the force of combination. 

We have seen how Smith gave to the idea 
of free competition a bad name, because he 
assumed that the competition of workmen or 
employers acting independently of each other 
was a natural order of things ; but at his time 
competition could hardly mean anything else 
than the competition of individuals, and it is 
reading too much into his views to assume that 
he would have advocated in the nineteenth 
century the break-up of the various forms of 
association. 

But the phrase Free Competition is made up 
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century has sehn^a'' great in that 
direction. It is hn essential part of the idea 
of freedom, not in the sense of Adam Smith, 
hut; ih'jthe meaning attached to the word even 
;byjsbciar reformers. To suppress it is to 
tjeti^iance status and monopoly. The element 
;pi;circulation vi'hich is required if national life 
: is'tq he in reality an organism is to be obtained 
r b^'rseeing that the best -work and the best 
Ihbilit^r- are able to find each other by this 
i-meansV' . 

Tire case for personal competition has been 
: ^ell ibased by lilr. Cooley on the ground that 
' imeTCry generation there is a complete renewal 
of the persons who make up the social system. 
Thby' come into the national life with no sign 
fed what they are ht lor, emd the ordy 

^yray-in’which tliis test can be made is the way 
bf fifee; experiment. The causes which make 
>:gemus;i>-are as yet inexplicable ; the laws of 
Jl^sdity hkve not explained them. Opporr 
knowledge of opportunity are, from 
' ® riatioiial point of view, the friends of the 

^discovery of ability. A nation’s investrnent 
/ i^ithe extension of opportimity and the knoWr: 
; ledge -of it, maihly by educational legislation,, 
as Professor Mar. shall points out, 
by tlm discove^ in a generation of one Newton 
.^ohe^^ P What bears most severelv 
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on the individual in tMs respect; is 
that in experiment with one’s: pvfh JdcultieS;- 
it is not possible to cancel a'Jailure hndfb^ii|i 
again. So that personal competitioTi TC^U^I 
not only full opportunity, but the 
possible knowledge of tlie nature and require-, 
ments of each opportunity that is open. ‘ 
This form of competition to which de- 
mocracy is consciously sympathetic, and.ithose ' 
extension it desires, has been also /called 
“Selection,” implying that it is a; mfeaiis; 
whereby society as a whole shall hay^e/the. 
power to choose its best men from any '^ade/ 
By the use of this name it becomes distin-l 
guished from that other idea of conipetl^i^- 
which is a narrower use of the wordif-and 
refers specially to certain industrial relatibm 
"ships. Selection implies that classes remain^ 
but not; the individuals in a clnSsf/'v.But 
ralthbugh it is a different idea from that rwhirti 
; is Usually attacked imder the name of industriai 
competition, there is a relation between/the 
two. Selection acts upon industrial/ edm^ 
petition, because if we increase the power .of 
the individual to move from lower /td'higher 
grades we distribute more evenly; the;aihbunt 
/hf competition which takes place/iirttiun; bacK 
,igra9eI/;/A:bsence,cor linutatipnl/of /pertbn^ 
; competition:; /imedns that -fin 1 sdmel; crowded 
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grades the struggle for existence becomes very 
keen and is brought down to a level that is 
not reached in higher grades, the entrance to 
.which is in some way privileged. It is evident 
jthat if the whole social system became, 
through the widest possible exercise of personal 
competition, a continuous system, greater 
extensity of competition would carry with it 
less intensity in some grades; the earnings of 
1 every kind of work wordd become more closely 
related to those of every other kind. 

On the other hand, the form of competition 
which has been less fully acceptable to social 
thought arises out of the manner in which 
personal activities are related to each other in 
the sphere and conditions of industry. Indus- 
trial competition was at one time defined as the 
“ beneficent, just, and equalizing ” principle, 
but this verdict had to be revised as industry 
became more complex in its nature, and more 
“ strategic ” in its operation. Among the 
assumptions of the “ beneficence ” of competi- 
. tion was a degree of mutual Imowledge between 
competitors, which required a dose of associa- 
tion to make it really true without defects. 

So far as the tsventieth century is concerned, , 
these defects are connected with the operation 
and the structure of the firm as the type of 
organization or competing unit, Wc have 
G 
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already seen how the internal structtire hf* 
the firm creates problems connected with the 
relation of employment; we have now to look 
at its “ external relations,” as they may he 
called, in respect to the market, for in modern 
industry the competition of individuals is 
secondary to, and depends upon, that of firms. 
It is the latter which create the market 
conditions which determine the intensity of 
industrial competition among individuals. 

Certain aspects of industry, as organized 
in firms, have developed in the twentieth 
century which have made industrial com- 
petition intensely severe. The words wlu'ch 
we commonly use in describing industrial 
affairs themselves show this. The meta- 
phors most usually applied now to busi- 
ness are military metaphors. We speak in 
England of the “ captaincy of industry,” oi 
the “ fight for markets,” and of the ” industrial 
reserve.” Among foreign writers similar 
phrases occur. In France the competitioP 
of the market is la luite, in Germany it 
is Konkurrenz-kampf. We speak frequently 
everywhere of the strategy and tactics of trade. 
Now the aspect of the firm out of wliich tliis 
arises is its completeness as a unit for produc- 
ing goods. In the great industries of modern 
times it is only the fi^ which is an efficient 
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'producer. THe in^mdual Has, since the days 
jop handicraft;; aiid domes^^ industry, lost the 
E^wer to ctit a -way through to the market for 
is no longer the producing unit. 
:&;'l4^dem industry he depends upon other 
individuals ; he cannot n-ork for himself. We 
that he cannot create his ovm 
rpsetyes of labour and hold them back, but 
.^eyahhot even independently apply his own 
lahphri An example will show this. If all 
But pnte, or all but a few of the employees in an 
industry lost or gave up their occupation, the 
others would not have monopoly or high wages, 
but unemployment, for the labour unit is large 
Uiid the individuals are really dependent upon 
yach other for work. But if all but a few of 
the-; firms in a trade gave up working, the 
:temaihder would not be tiurown idle, but would 
haye inonopoly and high prices. There is a 
self-sufficiency about the firm which does not 
bpopg to the individual in modern conditions. 
Tt fights for its own hand ; it can create its own 
reserves of goods; it can hold back these 
reseiryes against a better market; it can, 
bemuse it is a complete unit, obtain credit in 
bad times; it is in no one’s employ; what it 
has to sffil goes upon the whole of the world’s 
mafet ; it is a complete fighting machine, and 
Iri mapst recent times it is making itself still 
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more independent and self-sufficient, by obtain- 
ing control both of the materials which it uses i 
and of the means for getting right through to ,, 
the consumer by developing further stages of ; 
production and marketing for itself. ' ' 

It is this completeness of the individual fiOT w; 
which gives us the problems of industrial ?| 
competition. As far as possible it seelis.tfe} 
obtain a monopoly ; that is the very meaniriivj 
of industrial competition, the atterhpt- ^ 
obtain a monopoly. Every firm has, indeed^j 
some degree of monopoly. There are. sohie:? 
clients with which it has running contracts;;;; 
or on whose custom it can count; there ;ar^^ 
others with whicli ithas a less certain good-ml!® 
but beyond these there is an open markefcpLi 
the unattached buyer, whose custom it must -; 
seek to obtain and keep, and in this contest 
its \)e^ defence is attack. To 'hdld ^t'nE; 
position which it has it must watch constantly,-; 
for. new openings and opportunities. 
result is that each for itself seeks contracts; 
and produces goods. There is, apart from;: 
Trusts, which we must deal with later, no .cbffi^ 
mon policy by which the total output of goods ' 
is adjusted to the total demand for th'^'i: 
;There is, apart from Trusts, no division- of the - 
market. The supply of goods b 3 '': ,any one: 
industry is not tmder the conscious .and 
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.central coatro} of any one director, and there- 
fore the contesfejwhich is carried on by each for 
itself results ih-aniovcr-supply of organization, 
:;;6|'an1;putput goods in excess of the total 
for goods, and when such excessive 
5 supplies tak the market, from the point 

Ipfc'i^eyr : bf; the firms, becomes depressed. 
:j:pCiiisre ;is. w is called an over-production. 
feThis;dpcs not mean that there are too many 
5'gpods\iii existence, but that there are more 
:!|obd4,than can be sold at a price which will 
i:d(i,Ver the cost of producing and selling them. 

Frpmi the point of view of the consumer a price 
sris a scarcity mark, and everything which has a 
r pricei at all is not over-produced so far as he is 
' ebhebrned. But from the point of view of the 
firm tlie price in a glutted market falls so that 
>: ifc dpes not cover costs, and the competition 
'ii'fwhibh tends to bring about this result at 
’[reeurring intervals is in this v/ay regarded as 

depression, 

hand, the depression extends to those who are 
employed by the fiira. _ . 

We may contrast, for example, in -this 
respect, the industrial competition^ of 
Sand;of the wbrkers within a firm* No doubt 

each other forrW:oii{ 
or for promotion, but they are not allowed to 
J: ibverlap/w^ other or to work yfithoiit 
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f^rpTice to each other, or to try to take each . 

; ^ Every one’s place and ^uM-l 

&lihea ?^h‘ hini :hy the conscious ^dir^gp 
ahdlioiitf bl of the manager. It is compehti? .. 

conscious regulation. There 
Veontrol Pf the firms themselves. The :p0^,4 
-oihtbness and independence of the fii^s m^H^ 
^^at ho one employs them and assigns; 
;^ir:-worlc, as they employ their men. ;|^;:>};|:^S 
:‘^;'^AB 0 tlier feature of this -which has b^oip^ 
more marked in the nineteenth century |s;tpe;ji 
'■increasing risks -which great firms 
l iinvention has brought it about that.for .;tha| 
imost economic production of goods th«Pjj*?^^ 
’heeded a greater investment in fixed .plaj^ 
and machinery. Whether a firm produce|;: 
/much or little, these fixed charges remaip^andj; 
-must be paid. The greater its output the mor^i' 
it can distribute these charges over 
ppimd or every ton of its goods, and the lower; 
it can make its price per pound or. per :ton| 
In order, therefore, to hold the market; by; 
offering its goods cheaply, and in order ,;th 
eover the risks of its fixed investment, it rhhit; 
use every means to extend its output, and -this, 
implies that it must often speculate r.for;'^^^ 
market. It gets caught in the system,^ and 
-when we are considering the tendencies to thysp 
■recurrent periods of depression. by .exbesses 4? 
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modern 

::htismiess;^r0qutresi'';' "' • ' 

^ explanation 
i9^;|Jje|eyii .results of industrial competition as 
people. We have still 
it is that depressions of this kind 
ndt in one industry alone, and not even 
^ grsat industry, hut in all these 
iW<iustries at once. The wave motion by which 
l^dnstfial evolution proceeds means that times 
l^oine when the market and the labour of each 
industry are in the same position of depression. 
;DuB: figures of unemployment, for example,' 
would, be at any rate steadier and probably 
less:df;' the depression of one trade coincided , 
;,'iivitaCthe activity of other trades. And even 
in any one trade competition by itself implies 
tfijit what is loss of trade to one firm is gain by 
its; fiyals, so that thus far we have not an 
hxpianation of these periods when air the 
Competitors together, as well as all the large 
industries, are suffering from depression. v 
To explain this we must take into account, 
in ithe first place, the credit relations which; ; 
exist between firms in one trade and those in' f 
ahbtber. The financial interconnection of ' 
sihdustry has in this way become very great. /; 
-A' disaster to a few large, firms in one industry “ 



200 THE EVOLUTION OP INDUSTHY 

vrill spread itself over other fields of industry 
also. And again, from the side of "WorknieJ/ 
a depression which means some degree of‘ 
unemployment or of low wages in one trade 
implies less purchasing power over those final ; 
commodities of other trades for the sake of 
which all stages of production exist. So that 
an adverse influence on purchases of finali 
goods is spread backwards over the industries 
which pi aduce the goods which make these 
final goods. 

In the second place, there is a common 
dependence of all industries upon the supply 
of credit that can be given by the financial 
system. In England especially the organ- 
ization of credit is such that a tremendous 
structure is built up upon a very slight basis of 
gold. About forty thousand millions of credit 
transactions are dealt with in the clearing 
houses of our banlts every year. Against this 
there is held at any time in the Bank of Eng- 
land forty to fifty millions of sterling. This 
organization is as powerful as it is delicate, so 
that not only the difficulty of one industrj’^ but 
even the difficulties of a few very large firms 
would create a strain upon our credit resources 
which would extend to all industries together. 
Through the common medium of credit, there- 
fore, a serious depression brought about by 
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the existence of industrial competition in one 
Indns^, ^-causes other industries to find 

and we have the 
result. vwhich is seen in the wave motion of 
all industry -in the nineteenth century, of 
depressions that are chronic and recurrent 
;ah4igeneral... 

; Since it is evident that many of these defects 
pfindustnal competition are due to separate- 
i.UMs of brganiiation and of policy it is a matter 
pf eourse that combination, or a further degree 
combination, is necessary to their remedy. 
Something has to be done for the firms them- 
^pelv^' 'such as is now done within the firm by 
itheinanagement in arranging the work of the 
pinpibyees. Any common government of this 
tend to prevent not only those 
■depressions which come from over-trading 
hhder'; the influence of competition and risk, 
out also >those forms of panic that are due 
ifather ;to the fear of bad market conditions 
;than;: to actual conditions. Nothing is more 
Infectious in an industry where many separate 
lirois than the influence 

pay pnbflrpducer of a local glut or over-supp y.j 
iHe-spef; a certain quantity of goods 
i^iirpii^ .into his own local market, pro a j . 
Irom; abroad; The amount of this nnpo^. 
compared: with the whole amount tna 
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produced by all the- firms at home is, 
insignificant, and ought not to ha.ve any effect 
upon the home price. If the honie iindust^gi 
•were regulated by a common goyernmembi.tjj 
ivould be seen that the import presehted hOjj 
danger; but "when many separate fimsfatgij 
responsible for the output at home, one of .thfem;^ 
finds that this import is considerable . ^h^J 
compared ivith its own output, and therefdreji 
instead of holding steady it lowers its pric^V;: 
thereby practically adding to the supply ■which;; 
is said to be “ dumped.” Another firm ih:thy| 
same quarter of the market is in turn influenced^ 
by this larger quantity at a low price, and it ^s(i;: 
must try to hold its market by making Tef:j 
ductions. In this way a depression ^reiads;^^ 
which is not justified by the real conditions;: 
of the market, but is due to the separate; 
policies and calculations of individual firmsi'! 
A common government which perceives: thh? 
jime proportion between a low-priced foreigh; 
' j Drt and the total home supply is riot: 
■ • ’ by panic of this kind, and: is: 

: 1 to hold the home market in a steadier 
condition. 

V; There is, in fact, always some degree : of 
combination even between competing firms, 

; apart from any deliberate desire to combine. 
:The very fact that a number of, firms are pro-;; 
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duciftg in tlic sarae district means that this 
district comes to obtain railway and shipping 
facilities and public services w'hicli are worth 
^ving because the volume of manufacture is 
on such a scale, and would not be worth giving 
to scattered firms. Each firm, therefore, 
obtains the use of many local facilities of that 
kind just because there are other firms working 
in the same district, and it also obtains a share 
in the good-will of the locality itself. The 
forces of industrial evolution have made it 
profitable for the great industries of a country 
not only to be centralized — ^that is to say, to 
worlc in one district given over specially to 
the production of certain goods ; but also to be 
localized — that is, to work in certain districts 
having special advantages for their omi forms 
of production. And the working of these two 
forces of centralization and localization of in- 
dustries has made these common economies in 
which each business shares. Further, there ie 
a certain degree of combination even between 
competing firms through the practice of in- 
surance, whereby all of them subscribe in 
order to support any individual firm if it 
should meet with certain special losses; and 
finally, there has been a great development 
of opportunities by means of Chambers of 
Commerce, bistitutes, and trade journals for— 
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the discussion of matters affecting tbeiintereste^ 
of a %Yhole industry. Competition, therefore^ 
works within the grip of a certain ampiintiof a 
combination, so that the reniedy 'fpr ^|ne^ 
defects of industrial competition is : tp. hfe 
sought by a fuller and more conscious deyelop-g 
ment of a force which is never entirely absent^ 
even from competitive industry. 

And, as combination develops furtherj the-; 
field of private trade itself has to take account:; 
of what is best in competition while correcting;: 
its defects. As we shall see, means have to be: 
employed to keep ahVe this test of efficiencyiP 
not between individuals only, but between' 
works, even in the strongest forms of modem'' 
combination, and it is in this way that vre have 
to read the opinions of great authorities jb .fe; 
the “ necessary persistence of competitidni” ; 
“ No one,” said Mill, “ can foresee the tiitie' 
Vrhen the stimulus of competition will not be 
kndispensable to progress.” And he adds that; 
“ instead of looking upon competition as the 
baneful and anti-social principle which it! is 
held to be by the generality of mankind, I 
conceive that even in the present state ! of 
society and industry every restriction of it is 
an evil and every extension is , always Vau; 
ultimate good.” Mill’s sympathy witlij^inp 
'!dustrial co-operation in every form 
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strong, , and statements of this sort must 
be read as meaning that he desired under 
any form of industrial co-operation to 
maintain, although to regulate, the test of 
efficiency. 

. Indeed, the relation of the two forces to each 
other when they are made to work together 
is even closer than this. For it is only by 
some degree of combination that we can 
obtain for the benefit of industry certain 
elements which used to be ascribed to free 
^competition. An argument like that of Adam 
Smith on behalf of the right of the individual 
to invest his labour and capital as he thought 
best assumed that each individual had both 
a perfect knowledge of the market, and also 
a perfect freedom to move his labour or his 
capital from place to place, It was on these 
assumptions that the equalizing influence of 
competition was founded. But in fact know- 
ledge and mobility are elements of competition 
in the ideal, w'hich do not belong to actual 
competition until it is regulated by some 
degree of combination. Capital has gained 
mobility through the development of the large 
business and Joint Stock; and labour has 
gained in power to move from place to place 
through the help of Trade Union organization ; 
while the organizations of both labour and 
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cnpifcal Lave helped each indhnStitil to obtaif^ 
a knovrledge of the matlccfc outsicle- his/O^.3' 
locality which it would have bc£iri;»diffieultr^ 
not impossible, for individual competitprs^j| 
obtain. Combination, therefore, makes actiihl;^ 
in competition certain elements whiedi. withou,t|; 
it belong only to competition in the ideal, so , j 
that even the benefits of competition are only ^ 
obtained by alliance with this other force.' ■' 
The interlacing of these two forces in ,ip-,;; 
dustty means that there is usually hoth an.^ 
individual interest and a common interest 
be allowed for. The individual claims ;;the^ 
right to measure himself against every, othetj; 
individual, that is his interest; but the coili" j 
mon interest must guard against the reSUl^); 
of pure speculation in competition of tkiS; 
kind. To compete efficiently and combine:; 
adequately is the mark of industrialism Tn 
nations that are both progressive and) 
sympathetic, 

Of the two forces in Western civilizatidni'fiV 
IS combination which tends to come too, late, ; 
and competition which tends to last too Jonfig. 
Competition has been the more prompt and) 
of the two influences. The building-: 
ujj influence of combination has lagged Loth'; 
:ih: practice and in public approval;^ .V 
* *’• CompelHiotu ' 
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CHAPTER VIII 

TiM’ES OF INDUSTniAt GOVEnNSfENT; 

The third clccadc of this century shows USi* 
in the field of industry three mnin types 
government, all of which are highly devclopedi* 
results of the Combination Movement. 
far as we can see, each is suited to extend oyWV 
a certain part of the field to which its form of ■ 
government is at present the best adapted;? 
There is, in the first place, the wide field of , 
capitalist industry, in which the problems of;; 
competition and of adequate capital have been v 
met first by Joint Stock, and in most recent? 
; times by the Trust. There is, in the second: 
place, a field of industry also under the? 
government of private capital, but the control' 
of which is so widely spread among the people'; 
that it forms an industrial democracy rather 
than a capitalist undertaking. This is the? 
field of co-operative industry, limited as yet 
to those goods of wliich the worldngTclass 

shareholder perceives - that he is -a direct? 

■ ■ ■ ■ . ■ ■ ■ 208 . 
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consumer. And iri the third place there is 
i^jgtoving ainbu^ industrial government 
;Vtiich is in form of a public kind by the 
^development of schemes for municipal trading. 
;Here‘;also, as will be shown, it is the nature 
; of the goods which marks out the scope of the 
dprm of organization. All three are growing 
. in ktrength as the twentieth century begins, 
‘knd if we try to forecast the shaping of in- 
dustrialism as the new century advances we 
■ inust consider not only what are the economic 
limits of each of these forms, but also how far 
.questions of policy and expediency are likely 
^ to Arise in connection with any of them. ; 

I 


i'. ’Municipal trading is the most recent of these; 
"Systems of government, its history in this; 
•country extending back about fifty years, ;; 
But its development has been a rapid one, Ad ; 
rthat it is now in existence for one industry; or; 

; another in most of the municipal corporations- 
f of England and /Wales. At the opening. of; 

■ the new century two hundred and ninetyrhine 
/dht of a total of three hundred, and seventeen;, 
corporations were Carrjdng OU; teprddtictjye ' 
'/undertakings ydth a total ' capital of abdiit/iSd:? 
; milHons' sterling.. ^ -Th^^ uiidertakings ; tepre/ 
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OE^iNDHSTKY^ 


sent the main public services which;are,at;the ’ 
basis of the industry and life of great Acitiesi 
especially the supply of water, gas, electncity, 
and tramway service. Every political voter 
has a share in the control of all the ihdiist^^ 
of the nation, since there is nothing ;in - this 
country which Parliament may not do in ;the 
way of industrial regulation Or appropriation; 
of industrial revenues. But the policy ; of 
direct public government of industry is still' 
in this country mainly local, and is the chief; 
cause of the building up of a heavy local ihV 
debtedness. The post office and the coinage 
are as yet our only nationalized industriesi-'.; 

This form of industrial government, is ; 
suited to goods and services that are of ;a 
special kind. Their first characteristic is 
that, the TO.a.cks.t tor tham. is always a lacal awe. 
This is obvious in the case of services such as 
street transport or harbours, -which can only 
be rendered for each city or to-wn within its 


own area, and cannot be produced for it 
; anywhere else. Tramway ser-vice is not like 
iron or wheat. It cannot be produced at a few 
;^eat centres and distributed all over; the 
^national market. A service must be produced 
on the spot where it is rendered. ^ And - the 
r/sernce of one. city may cost a quite’different 
V price per unit from that of other cities^ without . 
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thete being any competition between the two. 
If the cost of tramway service per mile is 
twice as high in Leeds as in Sheffield, that does 
not enable the Sheffield trams to compete with 
those of Leeds. Each district is a separate 
local market for such services, and the same 
is true of certain goods such as water and gas 
^d electricity, the supply of which is very 
similar to the supply of local services. It is 
not impossible, if the price of gas is much 
higher in one district than in another, to trans- 
port it from the cheaper to the dearer place, 
but practically the manner in which gas and 
water are supplied in any district prevents 
competition of this kind, so that these goods 
become fixed to local markets after the manner 
of services. It is to such local monopolies 
that municipal trading is at present (with 
some very unimportant exceptions) limited. 
This form of government is based, in the first 
instance, upon the fact of local monopoly of 
supply. 

In the second place, there is a strong 
tendency to unify the supply in each locality. 
The reason for this is that the fixed cliarges in 
these industries are very great. They require 
not only a producing plant, but a distributing 
plant which extends like a nervous system 
over the whole area supplied. The cost of 
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these fixed means o! production ; and 
forms a very large proportion of the price of 
the goods or services. Since this is soj to} 
duplicate the manufacturing or distributing; 
plant would be unusually expensive and waste- 
ful ; the market being only a local one, all the 
expense of such competition would have to 
be paid for in the price of the goods by the ■ 
consumer, who would have two capitals to} 
maintain. We have seen the history of such 
duplication of the fixed plant for public ser- 
vices in the case of the American railroads, 
where a wasteful competition has at length 
beensupersededbystrongcombination. Heavy 
fixed charges always make it economical to- 
Unify the supply, so that these goods and 
services, besides having local monopolies, lead 
towards further monopolies within each 
locality. 

But there is another consideration. These 
industries are, in a certain sense, privileged. 
The laying of their distributive plant requires 
that they shall have certain rights to use the 
streets or lands of the city. It is this fact of 
privilege which soon raises the questionchow 
far such concessions should be made to private 
; companies, and whether the industry' itself 
}is not very' closely related to the activities of 
jlhc municipality'. In any' case it is clear that 
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theniunidpality industries 

in; &ispebial w ’must limit their rights and 
their; prices; and watch carefully over their 
a^ihistration. It becomes a short step to 
public ownership, and the step is made easier 
because of the fact that a public body, when it 
takes over municipal trading, does not enter 
into a competitive field, but is concerned rather 
vdth the duty of local administration than 
with the risks and speculative demands of 
Competitive enterprise. 

;It is probable that public trading of this 
kind will greatly increase its scope, and there 
are: many advantages which follow upon it. 
For instance, it is an advantage that there 
should be public industries not worked solely 
for profit which can come to the relief of the 
labour market when there is a depression in 
private trade. Extensions or alterations of 
public work can be planned out and to some 
extent reserved, especially when these works 
are of the nature of large schemes of city 
improvement, which require some time’ for; 
their completion and can be carried on ab;a,; 
faster or slower rate according to the ;cohdi-=> 
tions of the market^ ; It has been' found, for; v 
example, that in PrUssia thepublic ownership ' 
Of the railways has, given thb : goyeTOTne)at 
this;; influence t6wards;*;steadying;;cphd^^^ 
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of labour. Again, although laboto jdisjpiitesjin ! 
public services cannot be entirely '^awi^di? 
municipal ownership helps to preyentv their j 
arising or being discussed simply from i; the 
standpoint of immediate material gaih>j; arid 
an opportunity is offered for public couditidns, 
of model emplojunent by which standards; df- 
pay may be set for certain forms of wdrkV 
To this end a Fair Wages clause has already: 
been widely adopted by municipal employers. 

On the other hand, it has been traditional 
to regard public industry as making less, for 
efficient service than private. On different 
grounds many people are afraid of the rule of, 
bureaucracy in industry. For instance, it may 
be said that a city coimcil does not necessarily 
include experts who can guide its policy in the 
management of public works, so that these 
works become Jess sub^iect to the nriticifon 
which makes for high efficiency. To this may 
be answered, first, that publie criticism is 
kept alive by the comparison of one city with: 
another in the cheapness and efficiency, of: 
their services. Reference to the local presri 
shows how constant criticism of this kiridiisi:' 
and how it bears upon the public officials 
of anj>^ city. And secondly, that the quick- 
ness and promptitude in accepting or under- 
taking risks which are needed in competitive 
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trade, afe not required in the same degree in 
administrative trade. 

It is impossible to say tliat municipal 
trading "will not extend beyond those goods and 
services whose special features at present give 
a field for this form of government, but if 
municipalities should enter upon the supply 
of competitive goods which move freely over 
the national market we should have a form of 
public trading which would call for a new kind 
of ability. It is for this reason that we cannot 
regard the large and increasing amount of 
public municipal trading in these goods and 
services as by itself showing that industry in 
general is on the way to be brought into 
public hands. When a municipality enters 
with success upon the local supply of iron or 
wheat or textiles, we shall have a new fact. 
At present we are able only to point out that 
the special nature of certain local industries 
is such as to make them suitable for success- 
ful administration by public bodies. It is 
administration which is in point, rather than 
the technique of manufactiu’e or the complex 
problems of open competition. 

II 

The development of Trusts has also been a 
feature of the last forty years of industrial 
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evolution. Special conditions in a few of 
the great industries of America, especially oil 
and sugar, gave rise to a strong movement 
towards combination of producers at the 
beginning of the last quarter of the century. 
The opposition of public opinion was at first 
very great and the n ovement spread slowly 
until the last decade of the century. The 
depression of 1893 and the rising market which 
followed until 1900 saw a great extension of 
this form of government both in America and 
on the Continent. At the present time some 
of the most important industries of the most 
advanced Western nations have been brought 
imder the rule of a small central government, 
which, in the case of America especially, gave 
great industrial and social influence to a smJil 
circle of men. Although public opinion cannot 
6e safci' to have become reconciYecf to tins 
result, the law has allowed the development 
to take place and the official census itself 
gives us details of their organization and 
management. The size and importance of 
organizations like the Oil Trust and the Steel 
Trust have led to perhaps an exaggerated idea 
of the extent to which private trade has been 
unified . At the end of last century the Trusts 
in America employed about 8l per > ent. of the 
labour, paid about £f^ per cent, of the wages. 



nnd produced abdu 14' per deixti 6£ the putput 
of theigrdai; mandfacturing industries. What 
specially; commands attention is the rate at 
ddiich fhis^^^m has grown and the 

iihpoirtance of those industries upon which it 
lias scCured a very strong grip. 

the general ixame of the Trust 
Movement are included two forms of com- 
bination of producers wdiich in many ways are 
irippntrast to each other. East and West of 
Jus/we see a remarkable difference between 
/industrial and political methods of govern- 
ment.; It is in the great industrial democracy 
pf 'tlie United States that industry has taken 
the Trust form — that is to sa^, the form of 
a government which places the decision of 
policy in the hands of a very few large capiriil- 
i^, and is in some cases almost an industrial 
despotism. On the other hand, it is especially 
in Germany, whose political government is 
still a powerful monarchy, that this recent 
development in industrial affairs has attempted 
to keep a degree of democratic government, so 
that the firms which combine do not entirely 
lose their independence. Although the Trust 
and the Cartel are both aspects of the same 
force of industrial combination there is a 
iharkcd difference in method between them. 

'The field of industry in which both have 
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developed has been that of . goods 
are subject to strong competitive influencing 
Our evidence goes to show that most jbf i thi' 
Trusts and Cartels have been, in thefr. origin- 
at any rate, defensive movements. ThereTi' 
no competition so keen as that between large : 
independent firms, because the risks theyS 
carry are unusually heavy and the reward ; 
of successful competition is monopoly. ..The] 
fight for the market, therefore, led to wasteful 
expense in agency or advertisement, to lohgi 
periods of selling below cost, to overlapping; 
in the market, to industrial depressions and; 
breakdowns of credit. And a tendency for- 
ward excessive investment of capital was; 
created by the high tariff policy of America,' 
which tempted new firms to enter into many ’ 
staple industries, so that over-production and- 
excessive competition soon demoralized the\ 
market. Then came the idea of combination. ' 
Some idea of the intensity of the competitidnj 
which led to the Trust movement may be; 
gathered from the number of works which ; 
were shut down after the Trusts were formed.' 
Out of twenty-fom firms which came into the 
Sugar Trust it w'as found possible to supply the 
: whole market wnth only six ; while out of eighty 
v f^isivliichcame into the Distillers’ TruSt it was 
■found that sixty-eight were superfluous; The ' 



j ilJNpUSTJaiAL^G j 219 

Opacity .of finished products: 

mJ190^\viis -nearly. 60::p.er'^^ than 

the greatest- a output of - hhished 

steer;.eyer; TC previously in the United 
States.' : Oitly aft^^ much wasteful investment 
had - already been made, therefore, did the 
Tirhsta arise in order to form a eentral manage^ 
EQent :^hich should do for the various inde- 
pendent firms what the manager of a business 
ddes; for his staff. The government of a 
Tirast became the employer of the firms. It 
Ranged for a division of work and of the 
rhiirket and diminished, at any rate, the area, 
while it regulated the force, of competition in- 
goods which are not tied down to any locality, 
but whose market is the whole world. 

V To the government of a Trust we may apply 
the expression which has also been used of a 
more democratic organization — that it is “a 
State within the State.” From its central 
government a Trust rules many local concerns 
and decides on problems of policy according 
to the circumstances of different localities. 
It decides where prices are to be held up and 
where they must be kept low. Not only do the 
strongest Trusts administer the affairs of an 
industry within one nationality, but they have 
their colonies abroad, or seek to obtain agreer 
ments to divide the markets of the world with ; 
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great foreign organizations like themsclres, 
The problem of the Trust is indeed the weight 
of responsibility and of government winch 
falls upon the shordders of a limited body of 
men. It is more than a ca])taincy of industry 
that is required ; for the problem of cstending 
the market, which is the fighting port of its 
work, is combined with the problem of hold- 
ing togetlier the great concerns wdneh have 
been taken over, and keeping many separate 
managements adequately under the inspection 
of one central Board. The greatest bar to the 
success of Trusts is the problem of manage- 
ment. The usual method is to supervise the 
management of each individual works by 
demanding from it daily or weekly accounts 
of costs in relation to output and wages, It 
is only by this means that a Trust is able to 
maintain efiiciency within its own organiza- 
tion. It plays off one manager against another 
and keeps each up to the mark by a premium 
on special efficiency as compared Avill. other 
managers, or by sharp criticism if his accounts 
show less than the average results. Bui it is 
plain that this is a work of extreme complexity 
and difficulty, and that the chances of intern^ 
friction in the management of Trusts are very 
great. The central government is in this case 
master of the local managements, and must 
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therefore carry upon its own shoulders details 
and problems which in a more democratic 
organization would be left to the local manage- 
ments and would not reach the central body 
at all. 

The weight of responsibility which Trust 
management carries is increased when a Trust 
finds itself faced either in fact or as a possibility 
with a Trust in the goods which it has itself to 
buy. The great combines, in order to protect 
themselves against tliis, have been compelled 
to increase their already heavy organizations 
by taking up other stages of production. 
This is now becoming a common feature of the 
great industries. Thus the Steel Trust does 
not only produce steel, it uses its own supply 
of ore, its own coal and coke and limestone, 
smelts its own iron and carries it through all 
the further stages of manufacture. This is a 
second defensive movement. It makes the 
structure of a Trust more imposing in size, 
more wonderful as an example of industrial 
government, but more liable to risks and 
strains, especially when it loses the great 
personalities wliich have founded it and built 
it up. 

It is not solely under the stimulus of private 
profit that the great leaders of the Trust 
movement have worked. Most of these men 



222 ■ ' mEvEVdLU'K^-^W 

Hdve come to be beyond tKe nb^d of 'Sceito® 
-lating personal wealth. Their busmessj ;tiaS; 
become the expressioh of their persqiialilyv 
the thing they do for the sake of the ^vdrk and 
of succeeding in it. In America esjpeciall^, 
where there are no ranks or titles, the success 
of a career depends upon some other kind' bt ) 
social influence and power. The captain of J 
industry cannot, in that country, retire .wdthj. 
a peerage. To keep his influence he must go ^ 
on, making his business his life, and building ic 
it up from strength to strength, until he,-;; 
becomes an oil king or a steel dictator. - 
From what has been said of the inside | 
structure of Trusts it is plain that they do hot ’ 
'^extinguish the competition which formerly': 
f existed between firms. On the contraryyv 
they are anxious for the sake of efficiency' tb'. 
keep this competition alive, and do so througli; 
the system of obtaining and comparing weeldy ■ 
or daily accounts. The former competitiotf; 
between the firms is now regulated. There 
> is an endeavom, that is to say, to obtain tlib' 
^advantages of competition under conditions ’ 
Jof industrial combination, and this system isv 
gof interest as showing on what lines industry: 
; might proceed, if any parts of it ever became 
; nationalized, in order to ensure a high standaM 
i:-of work. ' ' " 
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;-.4Bul Tjusts have al^ya3’;s ]ia’d ‘ outside eom- 
peiition to; face also^ ' ■ To some extent . they 
eyeh” dhcpurage^^' competition to arise. 
Even ;a; small margin of outside supply inter- 
{eresjseriotisly •with the regulation of trade by 
a’ combihc. ; We have seen, therefore, new 
forins' of competition which have been used 
hy ; the ' Trusts in fighting the independent 
fimiSV It’is only since the rise of Trusts that 
wc /have_ learnt what competition is capable 
of Tiy the use of such methods as the boycott, 
Hie rebate, and the differential price or rate. 
The;.era of competition is not nearing its end 
■merely, because through great industrial com- 
bines. a great part of the field is brought under 
& stronger control; and there is no prospect 
that competition with outsiders will become 
lessxevcre. 

, ;Wlien we look at the European form of 
industrial combine, the Cartel, the conditions 
are somewhat different. In the Trust everj^- 
thing is ruled do^mwards from the centre, 
and the rule is in the hands of comparatively 
few men. The Cartel is built up in another 
way. The firms which enter into it do not 
lose their independence; they are not bought 
up, and do not become merely agents of some 
central committee ; they enter into an agree- 
ment for a definite number of years that they 
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will regulate their output and fi^. thei^pncea^ 
according to the decisions of a:;represenfetiTC^ 
body to which each firm sends ;it|: dele^t^.,r. 
A kind of producers’ Parliamerit .is-^fbr^ 
but the internal management of y;^ch. £ 
remains with its own shareholde^.'xyThCTC-. 
are many advantages in this method:bf^egh*., 
lating competition. It does not '.maKfc;;|^^^ 

^ the dominion of a few great i 

%he Trusts do, and it avoids the prpbl^s ;df ^ 
lintemal friction which result frbin : thejOaii'-y- 

thority of the central government bf; a; T^st, - ; 

The Cartels ensure that the agreementhe^e^h^ 
the firms shall be kept by forming a; ;/ 
bureau through which all the sales, of all ^ 
.firms pass. Each firm agrees not; yto,;?^^^ 
directly to the market, but only throngh^he...- 
bureau. In this way the price or the; output .- 
which has been agreed on is kept at,;the dey^l,; 
. which the whole conditions of the. ; fnark^ 
seem to require, and no individual hrin is able. 
secretly to lower the price or exceed its ’share; 
' of the output. The Cartel is the best.;^,brk': 
r ing model of democratic goveriunehfc hdi®^^^' 
;; producers’ organizations. In.many rVeys'- l^ 

' resembles the tliird type of combined 
ring which we have chosen for discussion the 

. Co-operative movement. 
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THV Co-operotivc movement represents the 
largest amount of direct working-class control 
oyer production. About one-tlrird of the 
.people are represented in its membership, 
-and they are now carr\'ing on, by a highly 
developed system of representative govern- 
ment, a trade of more than 180 millions per 
annum on a share capital of 88 millions, 
and with a profit of over 20 millions a year. 
Tliis system of government is built up upon 
the freedom of the local society, which is 
responsible for the management of its own 
affairs and is not bound to deal with the 
Wholesale, which is the common distributing 
centre of the 1550 societies concerned. Co- 
operation IS a system wh'icti avoids many ol 
the risks of business, partly by the nature of 
the goods in which it deals, and partly by the 
terms upon which its share capital is held. 
Its goods are those of what may be called 
the “ home trade *’ — the things that are in 
common and steady demand in the homes 
of the people. There is the least degree of 
risk in dealing in such goods, and it is known 
that Co-operative sales suffer less than other 
. forms of trade in a time of depression. They 
are goods, too, in which changes of fashion. 
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are of less irriportonce, because 
final goods and are sold to the persons who. 
use them last. Goods in which the producere’. 
risk is very great, such as the machinery Av^hich 
helps to make the goods of the home tradci^ 
and is itself liable to change by inventidh, 
do not enter into the Co-operative system 
?S^||manufacture. Whatever be the technical 
ir in the instruments of productibn, 

must be a constant demand for the 
Jiindard forms of food, clothing, and house- 
■Vhold goods. Again, the risk of Co-operative 
trade is lessened by the method in which: 
its profit is distributed. The 5 million 
shareholders in the movement make iiri; 
; annual net profit of over 25 per cent, on thb 
share capital, but only 5 per centi of ftlus 
is paid upon the basis of the share .capitaU 
■The rest is distributed to the shareholders 
whose capital has earned it, but it is dis- 
tributed in proportion not to their capital, 
but to their purchases. In view of the fact 
that the consumer is also the shareholder,; 
the Co-operative system is as fully a pro-: 
ducers’ as it is a consumers’ organizatibh". 
Its capital is very widely distributed, and it 
chooses to distribute its profit on a method 
of its, own, but the profit goes to the share- 
holders in this business, as in any other 
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: as the profite of a Jmxshare: divided^ the same 
people i^yduld^^-rc^^ as receive them 

hdw^dmt^they^duld rc according 

ftd their ijfe^ instead of mainly according 
to. their ycustpm. ' This system of distribution 
v’Of sure market for the goods 

; dly cb-dperative .bodies. The goods supplied 
-are ]’ust those which the shareholder wishes 
'always to use, so that it pays him both as 
' a'cpnsumer and as a producer to attach his 
' bustoni to his own society. And it is because 
yeacli. subscription of new capital in the co- 
yppetative organization brings rvith it a guar- 
: antee of custom that the problem which 
y occurs so constantly among Trusts of what 
i'iS'^lled “ over-capitalization ” is absent from 
'the' .C^ movement. A Trust finds 

often that it has more capital than the 
tchstotn of the market will support so as to 
ygiye an average dividend, .but in Co-operation 
ythe custom of the market. epines along with 
.ythe capital subscribed;. : ; ; 

As a, systeni of; represehfetive government 
;in industry, ^-operation "is similar, as we 
■iiave seen, to ^the ::,Caftel,' -% the central 
■{body, the mple^^ of the 

yipcal bodies, and.dpes: not govern -or interfere- 
'their local -affairs..- , It -isy thcir buying: 
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agency, just as the bweau of a Cartel is its 
selling agency. And altliougli this vast 
amount of well over 180 millions of trade is 
done in the Co-operative movement annually, 
the system does not create the problems of 
government which occur especially in the 
Trust, The freedom of the local store means 
that only matters of general interest reach 
the district meeting or the central board. 
Government is devolved and distributed so 
that it does not fall on a central body with 
the stress which creates the serious aspect 
of government in a Trust, In spite, there- 
fore, of the fact that Co-operation has, like 
Trusts and other great businesses, adopted 
the method of securing its lines of communica- 
tion by owning a transport system, a manu- 
facturing system, and some estates in land 
of its own, its governing power is not in 
danger of being over-taxed by these new 
^tesponsibilities. 

f Each of these types is of interest simply 
as a spectjicular view of industry. They are 
aspects of government sufficiently different 
from each other to show that there is room 
in the industrial system for much variety 
of structure and that the present variety 
is based upon differences in the nature of the 
goods traded in. Municipal industry appears 
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Kkeljr to absorb 'its 'Awn fie W And more 

completely^ bvltithe to movement and tbe 
CqVp^pferative ifiovement are not unlikely to 
come into, contact or conflict with each other 
in vthe 'field of transferable goods. At the 
present time the working classes do not realise 
that they are consumers of steel and timber 
aiid.;:mhchinery, and of the goods which 
stand behind the articles of final use, but they 
are likely to realize this if such articles come 
to an increasing degree under the control 
of capitalist combines. There would then 
arise the question how far the Co-operative 
movement and Co-operative government was 
suited to the manufacture of these more 
technical and uncertain products. Or again, 
the conflict might take place with regard to 
those goods now purchased' hy the Cb-operatiVe 
fcom large private producers or combines of 
producers, in case the combines should desire 
to impose on the Co-operative, as consumer, 
the terms on which, or at which, they ought 
to rc-sell. Conflict of this kind has already 
arisen on the ground that the Co-operative 
dividend on purchase is a breach of the agree- 
ment to sell at minimum net prices. This 
Objection is not well founded, since it fails 
to observe that the Co-operative consumer 
is also the shareholder, and would be entitled 
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to his dividend in any case ; but the confiici:.; 
has raised the question how far the deino:' 
cratic organization of private business is? 
protected against possible boycott by the- 
capitalist organizations. The protection at? 
present is of a threefold kind. In the first' 
place, Co-operation has a large manufaclurihg; 
reserve. It does not yet produce nearly up 
to the limit of its sales, so that a boycott 
from outside would merely stimulate Co- 
operative production. In the second place, 
so far as concerns goods not yet produced 
within the Co-operative movement, there is 
a large reserve of both labour and capital. 
A concern which covers one-third of the 
people could easily obtain in an emergency 
enough labour of almost any kind to staff a 
works of its own. As yet only a small part 
of the labour which forms the membership 
jof the Co-operative is employed within the 
|Co -operative. And in the third place, as 
things are now the Co-operative movement is 
too large to take liberties with. It would give 
even the strongest Trust bad dreams to think 
that its goods were withdrawn from the 
Co-operative market where others were being 
pushed instead. The Co-operative movement 
has now become a big bargainer, with the 
alternative of producing for itself, and has 
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little to fear from any restrictive agreements, 
such as the combines have often sought to 
impose. 

Each of these forms of industrial govern- 
ment, the results of nineteenth-century 
evolution, has ils contribution to make to 
the estimate of the future. Municipal trade 
indicates what means there are for keeping 
alive, under public government, the outside 
criticism of administration. The lesson of 
the Tmsts is that many of the advantages 
of competition can be got from within great 
concerns, and under the regulation of one 
management, but that a fuller degree of 
devolution of government is desirable. Co- 
operation shows that the people have the 
ability to construct and govern industry, to 
devolve responsibility, and to choose and 
trust leaders of their own. Out of these 
results, one can gather the elements of a judg- 
ment upon the possibilities of more complete 
combination. 



CHAPTER IX 


DEJIOCIIACY AJTO LEAEEKSHIP 

The history of the nineteenth century and 
of the movements •which have been studied 
in the preceding chapters may no'w be reduced 
to the statement of a problem ■which has been 
felt at every stage to xmderlie economic change. ’ 
If we take any point in that history and 
consider the position both of opinion and of 
industrial development, it is always possible, 
according as we look backward or to existing 
conditions, to take either a hopeful or a de- 
snairing ■view. This is true of the end of the 
century as well as of the middle or of any point 
■which thought was active. It has always 
found, that is to say, that there has been ' 
great material advance in the power of industry 
and the circumstances surroimding it, but 
that yet there is in industry itself some kind 
of flaw, such that the future must not only 
seek to make continued advances •witliin the^ 
system, but must set itself to modify the 
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system, Mill and the Christian socialists 
jwete/ as double attitude as 

OTb the ^opia^ of the present decade. 

For eyei^ circumstances which 

hccdmpatiied ^economic change at the begin- 
;;ihihg:^,of ' the century gave rise to the protests 
;’;df;:Gpbhett; and the early socialists there has 
,; beema constant succession in what may be 
icMIed ■ the non-academic professors of the 
ecbhpmics of labour. And at the beginning 

■ of ; the twentieth century any one who writes 
bn the assumption that industrial organization 
does i not merely contain problems but is a 

.;prohlem;’ has ceased to be an economic heretic, 
and fis ;in agreement with what is said by 
.leaders of public opinion on every hand. We 
, have seen how this problem shapes itself in 
the study of the nature of employment. It 
; is j.necessary now to state it in its broadest 

■ features, -and as it affects not only the change 
of the industrial sj'stem from within by 
such movements as Co-partnership and Co- 

Soppration, but also as it affects that system 
by /the political influence which the working 
classes can bring to bear through the use of 
, the franchise. 

^ The title of this chapter indicates where, 
Jn; the view of the writer, the problem lies. 

; The relation of emplo3Tnent and the systerb 

/’ '■■/' ■ ■ ' ' ' 



23A THE EVCa;UT10N;C)l!yH^mTI^ 

of competitive enterprise imply^j the jgoyern- 
ment of the great fidd of national Jab'pui by 
leaders who are not under the direct iiidiistrial 
control of the people. We have to askvvihet her 
it is to be the settled form of industrialism : 
that the policy bj"^ vhich goods are made 5? 
and marketed must be shaped on this nbn-.;” 
representative basis, and if the great rnass df S 
the working producers must wait for the call ; 
nnd follow the lead of this kind of entct-iyi 
prise. This is a question which may fairly^ 
he asked without impljdng that everj' side bt:; 
national life is open to the same critieiOTi; .- 
; ^lere is leadership in art and in literature, 
^th regard to which such a question would 
^mmonly be fdt to be absiird. But leaving . 
'iSjBide the problem of the limits of representa-v 
tlve government as regards the goods oi all 
kinds on which a nation lives, in industry, at 
j^yuriy rate, history itself has shown that the 
it *'■ 'tion is in point and arises out of the 
' ' instincts of progress among wage-earners. 
>This is so both because the supply of the- 
1 material goods on which all the rest of life 
/depends was at the beginning of the change 
^-possible for each worker on his own behalf: 
■ before handicraft passed away, and because, 
i itherefore, combination and the development 
■of a hundred years have taken from hiin an 
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independence xyliich he once possessed; and 
again, because this field of the production 
and distribution of material goods is that for 
whose results and activities even the great 
organization of political government so largely 
exists; and because, in the third place, work 
itself, that is to say the right to make a just 
claim upon the goods of the nation, has become 
an object of search now that the complexity 
of the system has broken off the connection 
between the tilings which a man makes and 
those which he wishes to use. Rights to goods 
and rights to work are questions which have 
made the field of industry at any rate justly 
open to inquiry on the question of leadership 
and democratic control. And history further 
justifies such inquiry when we see how in- 
dustrialism arose in advance of a true under- 
standing of the nature of the change that was 
taking place, or of the possibility of its being 
fashioned while it was still pliable by the ideals 
of an educated democracy. The question of 
leadership is merely that of participation in 
control over the functions of widest human 
significance. 

The largest part of the field of industry is 
that in which the forces are shaping them- 
selves towards completer results in the way of 
non-democratic leadership, by the growth of 
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the Trust movement. The great ; persoiiaJ\ 
qualities which have been required in biiildi^ ji 
up this industrial mechanism and the %vbnder\ 
ful view of organization which the Triists;; 
present to us cannot conceal the greatM;; 
sharpness wliich they give to the problem of; 
leadership. Tlie law can, as it does, forbiiSj 
monopoly or the attempt to obtain monopolyit 
but the history of the law here and in Amenca ; 
in its attempts to stem the force of economic' 
combination has not been a distinguished one. : 
We must realize that there is economy in the: 
movement which saves the wastes of inde^ 
pendent competition. If this is so the position; 
of the leader in private capitalist industry 
under some name or other, continue to grow 
in strength and in the range of working 
conditions which can be controlled frotii it. 
Monopoly may be the just reward of special 
skill and efficiency ; competition is in its nature 
the endeavour to obtain a monopoly, and 
legislation which attempts to enforce and 
maintain the regime of independent eom^ 
petition has shown itself likely to obtain only 
nominal success. 

In this problem of leadership it is not only 
the material results wliieh count. We have 
seen that the advance in material comfort of 
the working classes has in recent times been 
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very, great, and relatively greater than that 
pl- any. pthcr ' class. We must take account 
hWVv.not only of the system of distribution 
that ';is the result of the wage relation in 
private industry, but of a spirit which has been 
"fostered by the growth of political democracy, 
jafidciyhich regards the relationship of employ- 
;meht in the scheme of industrial government 
:as at present defective as a matter of personal 
statiis. This spirit of democracy is an cssen- 
:.tial, fact to reckon with in building up the 
ifuture of industry. 

: ; ^No doubt the industrial leader is the person 
'wlid both makes and takes the iirst risks of 
industry. He has to be paid for enterprise, 
dnd in considering whether the enterpriser’s 
position is one to which democracy can 
permanently assent we must consider the 
chance of loss which he takes, since one joint- 
stock company fails annually for every three 
that are formed. Is his position not more 
justifiable considering that many who lead 
fall in the industrial contest, while they 
furnish to the working classes the use of fixed 
machinery and stock which the chances of ; 
the- market may . render obsolete or idle ? 
Is bur view of the personal status of the . 
leader of industry not to he influenced by. 
the low reward on his capital to which, on an 
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average, he can look forward ? Are wc to 
forget the oH-set of risk in discussing the 
industrial position of the leader ? 

A very important point arises in ans%vcr to 
this question. The industrial system is such 
that the wage-earner is paid off at a rate which 
is supposed to discount his risk. It is because 
of this that he loses his claim to govern the 
internal affairs of the firm. Then the actual 
pay which he gets over a certain time is what 
the empIo}^er expected he would be worth 
when he ofiered him that rate at the beginning 
of the contract. In other words, his realized 
income and his expected income are the same. 
But consider the position of the employer. 
The rate which he may expect upon his capital 
averages out, in a great industry, at some 
4 per cent., but the forces of industrial com- 
petition bring it about that the actual rate 
s..,di£fers for each employer or body of employers. 
'.iUe realized incomes are usually different from 
'the incomes which at the beginning may be 
expected on the capital. Those who lose in 
this competitive struggle increase the advant- 
age of those who gain, and when we are 
considering leadership as a syslc-m what is of 
importance is not that an average of about 
4 per cent, may be expected on the capital 
which they risk, but that very great surpluses 
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over and above this nmounfc are in fact created 
by competitive conditions, and tliat in the 
result we have industrial leadership made 
stronger. It is to the realized gains that we 
must look and to the positions of industrial 
advantage that are given to the successful 
takers of industrial risk. Tlie fact that many 
have fallen by the way in order to create the, 
strong economic position of a great captain 
of industry does not Ie.sscn the force of the 
problem of leadership that is created in the 
result. On the contrary, it does much to make 
the problem more serious. 

There is further a result of the concentration 
of property wluch is thus brought about which 
tends to intensify the problem. It is well 
bno^'m how the profits of some of th.e Trusts 
and great concerns have been applied to the 
trustification of other industries and to the 
spread of the personal infiuence of industrial 
leaders over broader fields. It is to the actual 
gains of invested capital that we owe the widest 
possibility of variation in personal wealth. 
There is a limit to this variation in the case of 
the incomes of wage-earners or salaried per- 
sons. The highest incomes of this kind, that 
is of personal effort, were found by inquiry 
to be only about twice as great as the incomes 
balf-w'ay up the scale. But in the case of 
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incomes which are due to successful industrial 
investments, the highest of such incomes were 
found to vary from those in the middle of 
the scale to quite an indefinite extent. So 
far, therefore, as under modern conditions 
industrial leadership secures success to certain 
of the leaders, it brings into force in a higher 
degree the cumulative and separating tendency 
of interest. The position of the industrial., 
leader becomes less democratic as it becomes 
more elevated, and the spirit of democracy 
is not reconciled to it merely because the 
averaged profits of invested capitals come out 
at a rate far lower than the realized amounts 
of those who succeed. 

In any case, we have already seen reason 
to doubt whether an industrial system could 
be called organic merely because it specialized 
the functions in different grades of labour, 
including the function of the risk taker. The 
force of circulation, as we saw, should be added 
to those of specialization, of combination, 
and of nervous interconnection. Even if there 
were a freer opportunity for personal capacitj’^ 
to move from one part of the system to 
another, many would doubt if the result were 
even yet organic. Classes not directly sharing 
in industrial government would remain even 
if individuals could move from one class to 
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anotlier. When one is dealing with a system 
made up out of personal units, ideas of status 
and of personal values might v?ell enter into 
the definition of -what makes the system truly 
organic. If rve find a disruption of the con- 
tinuity of interests and sympathies at a certain 
level of the social structure, if a great class has 
different thoughts, different leaders, different 
literature, different standards for measuring 
men and things,, from the entire body of the 
class above them — ail this would not be cured 
merely by the facilities for individuals of 
superior energy and talent and self-denial to 
raise themselves from the lower of these 
grades to the higher. And similar reflections 
as to the organic xmity of industrialism are 
suggested to us by the fact that the strongest 
internal influence on government which the 
working classes norv exert is through bar- 
gaining, which holds in reserve the threat 
of a stoppage of work. And this contrast of 
interests has never been carried to a higher 
point than by the very recent movements 
which have aimed at making the armorury of 
bargaining still more formidable. Trusts and 
great businesses, as we have seen, have sought 
to strengthen their position by bringing under 
the control of one body of capitalists all the 
industries subsidiary to the main industry 
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concerned ; while on Vie same lines of advance 
the labour movement is loolcing towards 
Syndicalism or the union of all workers of all 
kinds within an industry into the new bargain- 
ing unit of labour. Is this strongly armed 
peace more organic than the system of inter- 
national politics, whose diplomacy rests upon 
armed forces held in reserve ? , 

Of course the potential unity of all the forms 
of industrial combination is in the political 
power of the people. At present this influence' 
is being used to redistribute, through taxation, 
and the imposition of obligations on employers, 
the surplus gains of industrial leadership. 
This scheme of redistribution is, in fact, the 
alternative which is preferred by all non- 
socialists to that of making industrial govern- 
ment directly democratic. As things arc now, 
it couid oniy be by political means that the 
change could be made which would make 
industrial government representative. Co- 
operation has shown that a w'orking-class 
government of industry is a possible scheme, 
which is not to be dismissed with the 
statement that modem industry’’ cannot be 
conducted through committees. The Trusts 
themselves have shown that forces can “be 
preserved within great industrial organiza- 
tions which keep the advantages of compe- 
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efficiency test. So 
tK'aitvaVinoyc for a more representative 
goyerimrent and leadership is not out of touch 
yatii^actual historical results ; and examples 
bL^he '. development of Trusts themselves, 
yiiich have shown some new possibilities of 
industrial government, may quite well render 
a lirbader basis of control both necessary, 
in." view of the invidious influence over the 
Hhour of masses of people which they tend to 
give .to a few men, and easy, because of the 
centralizing work which they will have done, 
/- This is merely a statement of possibilities 
or a -warning against dismissing such results 
asdmpbssible. But at the present time part 
bf the problem of the democratic control of 
industry by the political method is that leader- 
ship spreads its influence from industry to 
polities itself. Leadership, indeed, over any 
phe side of national life is a cumulative thing, 
and passes into a general leadership which 
iniplies a strong personal influence. It may 
hb that the industrial influence of capital 
obtains, through the party system, a strong 
hold on politics. Or it may be that it becomes 
ah influence over the movement of public 
opinion through control of the press. There is 
h hexus of relationships between the forms of 
Ibadershio. the result of which is that the main 
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point of view that is publicly expressed and 
in the direction of which opinion is led is in 
favour of the system called Industrialism, 
though with constant improvements in the 
conditions of the people. The pace of reforms 
is influenced in this way. 

And even when we look at these things 
from the side of the people it is remarkable 
how the more advanced economic opinions 
that are met with among the individual 
members of the electorate dissolve at times 
of political crisis or choice into a weaker 
solution of social reform. This result is due 
largely to the tremendous personal repute that 
has come to be attached in England, perhaps 
more than anywhere, to political leadership. 
It is a leadership not simply of causes, but of 
men and the thoughts and purposes of men. 
It has established so strong a grip on the 
people that it has created nothing less than 
a new English aristocracy. The opinion on 
any issue, whether closely or only remotely 
connected with politics, of a great political 
leader has a power over the minds of the people 
greater than that of the expert. Theology 
and Literature and Social Science can furnish 
well-known examples of this. It is against 
the personal force of this new aristocracy 
that democratic causes have struck and fallen 
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Tlicre are other spheres of life than industry; 
to v.'hieh the political concepts arc not applicdi 
It is taken as oi.it of the question that the 
rank and fde of an army should in any way 
be represented in its Govenimcnt ; biiL the 
absence of a military franchise does r mot 
ilcrogate from the personal status of soldiers. 
In the historic churches, there is more gdyerh^: 
ment by authority than in industry ; " thy 
workman has, through bargaining, much nibrh 
control than the ordinary parishioner, . TOe 
grounds of such authority arc usually refe^cd 
to tiie nature of the organizations, and the' 
way in which they can jiropcrly fulfil their 
functions. Jlilitary, ecclesiastical, industrial, 
and political riglits may thus be considered iii' 
some relation of comparison with each other. 
The type of rights is a share in conti-ol through: 
representatives, and the degree to which any 
organization within the State can be demo-; 
cratic is the degree in which it can copy this 
type and function efficiently. ' 

In the case of industry, the expression of 
such rights can scarcely be obtained unless; 
the unit of control is taken large. Only in 
tliis way can wc approach a sufficient per-; 
manence of interest, such as a citizen has in 
the affairs of his country. As between ihdi- 
yidual businesses, there is too mueh flniditv. 
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coinbmatioit is rap idly 
•inermlngi :! ili«‘sc crmditiftns of iiiduslrinl 
idenidefney lire being made more possible. 
Tbd tepresentatioii of labour in coii!;rol Juts 
■iip'iy^bftea established in tlie great scrai- 
ipbblfe Carfels of Gernmn 5 % almost as a conse- 
iquence of the power wliicli their neu' eonsti- 
ifAitipn has given llicin. 'i'lns laljoiir control, 
;,b’y;i;%)rescutai;ivcs on directing bodies, is not 
idereiy con-^idt alive, ;is in Works Councils, 
ib'dt fully executive and legislative. It forms 
dhb spe,'ir-1)c.'id of the vidiole quest ion of Icader- 
■khip, and .shows the conditions of its future. 
;■ As regards the conditions of life which have 
grown up with the evolution of industry, 
it is to loc.al government and administration 
that; we must look for their most adequate 
treatment. But even here, as is well known, 
the jnllncnce of national politic.s obscures the 
various problems of localities. So that it is 
not upon Housing or local by-laws for .social 
improvement that munieip:d elections are 
fought, but upon the wide party issues of 
imperial polities. An increased respect for 
local government and an appreciation of its 
place in the social problem wdll not only 
exercise the minds of tlie people upon the, 
things not done which lie nearest to them, 
but will also do' much to ICs.sen personal 
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domination in public affairs. ; ‘As>it]is,;;tfe' j 
arena ol public life is so narro'w that : 
aristocracy which it orcates, whiclicver parfy;' 
is in power, slights the reputation , of our 
local affairs and retards the formation of a * 
living democratic interest in city politics. 

Other forces also must be taken account of 
in order to explain the relation of the dempe* : 
racy to the economic issue. We have alreadjV 
seen that at the opening of the tweptieth' 
century about one-third of the population; 
of two English cities was estimated , to; bhii 
living in poverty. And other inquiries carried; 
out on a national basis have shown a-jtrei’ 
mendous inequality in the distribution of the 
wealth of the nation, and yet at the same' 
time it is a commonplace that the franchise 
represents mainly the power of the poorer 
sections of the people. What other forced i 
are there which enable such a franchise /to 
coincide with such results 7 In other wotdsj/ 
what makes for social peace spite of the 
unrest and ferment that is caused by the: 
/; economic position 7 1 V'F; , 

;• Here we return to the problem as to 'how ; 

far social organization is organic in its nature. / 
. A great Italian writer^ has sought to ekplainv 
;; the continuance of social peace on the ground;/ 
• Professor Loria. , 
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opinion is -within the question hlrcady dis- 
cussed of leadership and its results. 

In this country' there are three lorccs of 
which account has j'ct to be taken - in th^^ 
explanation of social peace. The first bf 
these is habit. No better statement .of Its 
social influence could be given thali that- 
of the great psychologist, Professor JJatnes. 
“ Habit,” he says, “ is the enormous fl3roheel 
of society, its most precious conseryatiyb 
agent. It alone is "what keeps us -within the 
bounds of ordinance, and saves the children 
of fortune from the en-vious uprisings of the 
poor. It alone prevents the hardest and , most 
repulsive -walks of life from being deserted 
by those brought up to tread therein. It 
keeps the fisherman and the deck-hand at sea 
through the -winter; it holds the miner iii^Iiis 
darkness, and nails the co-nntryman to Hs 
log cabin and his lonely farm throughout the 
months of snow. It dooms us all to fight put 
the battle of life upon the lines of our nurture 
or our early choice, and to make the best^qf 
a pursuit that disagrees because there is me 
other for -which -we are fitted and it is too late 
to begin again. It keeps different social strati 
from mixing” {Principles of Psychologyii ■ " 
/ Secondly, the groni;h of public serrnceSi 

Suppose these for a moment abolished^ lii 
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both compulsory' and-’ voluntary, forms, and 
it is plain that from the jives of large classes 
of the people, there wohld be removed a main- 
|stay“#iip&3; irhpprtance is now fundamental. 

Tliirdiy, there is a large class of goods not 
Jof-aiihidCT which are of tremendous 

;ya;Iueyih.^;reiatioh . to their cost. Classes of 
;speictyy;;sepafated by conditions of wealth, 
doliipt'fmthe same way vary in their power 
do ^yiijbyHherb. They are the personal re- 
datibnslups of private social life. They have 
•.npyecpnbn^ measure. Inquiries into the 
-hiiiuher :6f life of the nation have shown us 
"jWlmt Jtiiey count for in holding off economic 
;>disicpntbnt by their preoccupation of the 
■-tnoughta.-and lives of the people. 

Vf; It .is yritical for the understanding of these 
'!.p[uestiohs of rights in industry, and of the 
pshare .qf 'all interests in its control, that the 
I'ipbustrial revolution antedated by two 
Vgpncmtions a full political franchise and a 
r,iiHtfohal system of education. It cannot be a 
vip&tterjfor surprise that at the beginning of' 
v^he ^ISyentieth century the overtaking - Of ; 
'yhdustrial advance by political and edizcatiohal ' 
JpdyphcC; should have meant in large.measure;a .; 
; revision Of the assumptions on which industry ' 
php^hyeh bpsed,, There was not' simplypthe - 
r'Pffatrdpof'a hew fsni, biit a revicw;of powers: 
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and rights such as was to he expected. 
Leadership of labour had grown apart from 
that of capital, and both have now to come 
into the leadership of mdustry, but the form 
of industry is being changed in a way wlucll 
makes a representation of both interests 
compatihle with the efficient service of pro- 
duction. The Great War both sharpened the 
problem of rights, and its influence on the 
structure of fundamental industries has been 
such as to show a way of their adjustment. 



NOTE ON BOOKS 

sbleotiona of books might bo made. TIio follow- 
: ing havo been cbosen as bearing spooially on the argument. 

Jlill "wrote in tbo middle of last century, and looks both 
.baclnvard and fom'.ard, so that his Principles are a good 
^^asis of study. The most useful chapters arc Book 11, 
"Il-t and 11-16 ; Book IV, omitting 5 and 6 j and Book 
y, chapter 11. 

Bor general history, Porter’s Progress of the Nation and 
Tjovi’s Hislorij of English Commerce aro useful. They 
should be supplemented by Gooko Taylor’s Modern Fadory 
Spstm, I-rid-aslTiul K^Yelut^OTv, the. tsnth •smd 

fifteenth Essays in GiSen’s Economic Etiquiries and 
Studies, Bo"wley’8 Ilistory of Wages, and Bucher’s 
IndtiSlrial Eoohtiion, 

Aspects of the industrial problem aro dealt with in 
Cooley’s Personal Competition, Baemroither’s Englidt: 
Associations of Working Men (Part I), Loria's Economic:, 
Foundations of Society (Part I), ScMoss’s MeJJtodsiof : 
Induslrial Eemuveralion, Mealdn's Model Factories and "; 
Villages, Booth’s Life and Lahour (Vol. I, part i, and"; 
Final Volnmo), Kowntreo’s Poverty, 0. R. Fay’s Co-opera-: 
iignat Home and Abroad, Mr. and Mrs. Webb’s History of' 
Trade XJnionism, my o'wn Iwlustrial CombimUioii {Poip \ 
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II), Beveridge’s Unemptoymcnl, Colei's . Paymeni of Wages,.-, 
Hammond’s Village Lubower. 

Among official papers tiro most important arc C<I. 3373 
on the Agricultural Decline ; Cd. 7468 on Profit Sharing ; 
Cd. 4757 on Education; Cd. 534C and Cd. 5306 on Wage';; 
Bargaining, which should bo read vrith a recent 'Ann uaV^^ 
Report on Trade Unions; Cd. 4671 on the histb^' of : 
Public Health and Social Conditions since 1850 ;»tlielw!ports ; 
on Labour (1894), Home Work (1908), and the Poor Lav?, i 
(1909) ; the Stircey of Industrial Pelations issifeilBy .the 
Committee on Industry and Trade (1920); the Bepofi'of., 
the Committee on Trusts (1919) ; the Reports of the 
cultural Tribunal of Investigation . ' '. r;.’ -- 
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